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Making them will make jobs. 


The fiew, fast, coal-burning, steam-turbine electric—big source of jobs. 
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ower to turn postwar wheels. More jobs from coal. 








How Many Postwar Jobs—from Coal ? 





HAT OPPORTUNITIES will there be 
for jobs after the war? Jobs for 
returning soldiers, sailors, war workers? 


No one can say, exactly. But this 
much is known: business is planning to 
meet quickly the demand that will exist 
for all sorts of things after victory—and 
out of which jobs will come. —_ 





Take the coal industry. Not only 
will coal continue as one of our basic 
sources of power, but from coal re- 
search have come a host of new prod- 
ucts, even further increasing its use. 





Before the war, nylon was made from 


coal. So were the life-saving sulfa drugs. 
During the war, new medicines, chemi- 
cals, plastics and things beyond imagin- 
ing have grown from research in coal. 


Postwar, you will find sheer, wrinkle- 
proof dresses made from coal. Sturdy 
shoes made from coal. Shimmering, fire- 
proof table-tops made from coal. There 
are even revolutionary locomotives—in- 
cluding the C & O-planned steam-tur- 
bine electric—that operate on coal and 
develop undreamed-of smoothness and 
efficiency. 


All this will increase the demand for 
coal—and demand for goods makes jobs. 





If you have a war job, stay on it—there’ll be lots of opportunities after Victory! 


After the war, there will be lots of 
opportunities. So, if you are on a war 
job, stay on it until Uncle Sam says it’s 
finished. Victory must come first. 





A Report on the Prospects 
for Postwar Employment 
In The Industries Served by 
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SPECIAL UNITED OPINION 
A report, newly prepared, lists 
the 12 issues most recommended 
by leading financial authorities for 
market appreciation. 

Common stock buying advices 

of more than fifteen advisory 

services have been reviewed in 

the preparation. of this valuable 

report — obtainable from no 
~ other source. 
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will be sent without obligation. 
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AtlasCorporation 


Dividend on Common Stock 
NOTICE IS HEREBY GIVEN that a divi- 
dend of 25¢ per share has been 
declared on the Common Stock of 
Atlas Corporation, payczble Septem- 
ber 10, 1945, to holders of such stock 
of record at the close of business 
August 15, 1945. 














Dividend No. 36 
on 6% Preferred Stock 


NOTICE IS HEREBY GIVEN that a divi- 
dend of 75¢ per share for the quarter 
ending August 31, 1945, has been 
declared on the 6% Preferred Stock 
of Atlas Corporation, payable Sep- 
tember 1, 1945, to holders of such 
stock of record at the close of busi- 
ness August 15, 1945. 


WaLtterR A. PETERSON, Treasurer 
July 31, 1945. 























(> CROWN CorK & SEAL 
Y ComMPANY, INC. 


PREFERRED DIVIDEND 

The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
fifty-six and one-quarter cents ($.564%4) per 
share on the $2.25 Cumulative Preferred 
Stock of Crown Cork & Seal Company, Inc., 
ayable September 15, 1945, to the stock- 
olders of record at the close of business 
August 31, 1945. 

The transfer books will not be closed. 

J. J. NAGLE, Secretary. 

August 2, 1945, 














SOUTHERN PACIFIC CO. 


Dividend No. 111 

A QUARTERLY DIVIDEND of Seventy- 
five Cents ($.75) per share on the Common 
Stock of this Company has been declared 
payable at the Treasurer’s Office, No. 165 
Broadway, New York 6, N. Y., on Monday, 
September 17, 1945. to stockholders of rec- 
ord at three o’clock P.M., on Monday, Au- 
gust 27, 1945. The stock transfer books will 
not be closed for the payment of this 


dividend. 
J. A. SIMPSON, Treasurer. 
New York, N. Y., August 2, 1945. 
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American seapower, as exemplified by these mighty battleships of the Seventh Fleet moving into Lingayen Gulf to 

prepare the ground for the landing of U. S. troops, has been a vital factor in forcing Japan to her knees. Amer- 

ican airpower, no less, was instrumental in winning the battle of the Pacific. With victory at hand, America faces 

a crucial period of readjustment. Just what may lie ahead as we start on the “road back” is discussed in the article 
beginning on page 524 of this issue. 
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The Trend 


|ATOMIC ENERGY ... The perfection of a bomb re- 
leasing atomic energy is a breath-taking develop- 
ment. [ts implications for good or evil are so enor- 
mous as to be almost beyond immediate comprehen- 
sion. It is tantamount to a revolution in scieuce and 
in warfare far transcending anything that has hap- 
pened before. It opens well nigh unlimited vistas, 
both of destruction and of progress. 

Human control of the new power adds up to reali- 
zation that the world can never survive, certainly 
not afford, another war. Let’s hope, then, that the 
new invention will be the means to end wars. If not, 
the future of mankind is dark indeed, for 1t opens 
the horrible prospect of utter annihilation should 
Nations again resort to armed strife. At any rate, 
the problem of safeguarding world peace now takes 
on a radically different character. Science has out- 
paced the world’s political development; the world 
must catch up quickly lest it court fantastic disaster 
as it enters the atomic age. 

For industry, as for all mankind, implications of 
he bomb droppeu on Japan Lar surpasses its imme- 
diate war use. But long and intensive research must 
spell out the place of atomic power in the world’s 
economy. Eventually, atomic energy may supple- 
ment if not replace the power that is now derived 
irom coal, oil and water but for the time being, we 
are still on the mere outer fringe of cosmic power 
levelopment. Thus it is decidedly premature to sub- 
it to what already has been termed “Atomic jit- 
ers.” We have not yet learned to harness properly 
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ASBROAD AS BUSINESS ITSELF 


of Events 


this new force, or to apply it in everyday life. Pa- 
tient and painful development work is needed before 
atomic energy can be converted into useful power. 
Even then, costs may be prohibitive though ulti- 
mately, that problem may be solved too. 

However, we cannot stifle this revolutionary de- 
velopment nor minimize its potentials, however re- 
mote they may seem today. Ultimately, the stake 
will be enormous. When the time comes, an effort 
must be made to integrate this source of power into 
our economy, into the world’s economy, according 
to a preconceived pattern that promises a minimum 
of disruption to the existing industrial structure. It 
is not too early to plan along such lines. Meanwhile 
there remain, for the future, millions of words that 
—as we further penetrate into this revolutionary 
field—will tell the story of the new creative force 
which the world has found. 


INDUSTRY’S EXPANSION PLANS... Faced as we 
now are with immediate full-scale reconversion, a 
recent Department of Commerce survey showing 
that manufacturers plan an expansion program of 
more than $9 billion in the next year, and that this 
total will be supplemented by an additional $1.5 
billion of expenditures by railroads and utilities, is 
doubly reassuring. 

True, such estimates of intentions sometimes turn 
out far different from the actual amounts spent, but 
they do point out the tremendous potential demand 
for machinery and equipment, for construction and 
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modernization, and for genuine postwar expansion. 
Prior to the Japanese surrender offer, there has 
been doubt — even in official quarters —- whether 
availability of materials and manpower under par- 
tial reconversion conditions would actually permit 
the expenditure of such huge sums even were the 
announced intentions tantamount to actual commit- 
ments. The prospect of any hindrance of that sort 
can now be dismissed. Almost overnight, there will 
be no more “bottleneck problems” standing in the 
way of reconverting or expanding industries. Mate- 
rials will become plentiful and manpower shortages 
will disappear promptly. As a consequence, enter- 
prise can go ahead with far greater scope and 
assurance. 

Existence of this large potential demand, added 
to other sustaining factors, will at least partially 
offset the virtual elimination of war production after 
VJ-Day; nevertheless, the deflationary trend to be 
expected will be marked not only by its abruptness 
but by its force. 

As to the specific expansion plans cited, Govern- 
ment can do much to assure their translation into 
reality by providing the proper economic and politi- 
cal climate. Should unduly restrictive or faulty poli- 
cies slow up reconversion or militate against ade- 
quate profits, some of these plans may well be 
shelved. Conversely, amidst the proper economic en- 
vironment, they may be carried out to the full, or 
even expanded. In the interest of smooth and rapid 
reconversion, everything should be done to enable 
industry to follow through on its ambitious inten- 
tions. 


ON MONEY RATES... The existing huge surplus of 
investible funds competing for prime loans and pre- 
ferred stocks has reduced yields to a point where a 
bottom level must be near. With ten-year industrial 
loans of substantial amounts successfully negoti- 
ated at 134,.%, with maturities up to 25 years accep- 
table in the 2% to 3% range and with best pre- 
ferred stocks close to a 314% basis, somewhere in 
sight must be an irreducible minimum. 

This raises a poser as to when if ever an upward 
trend in yields may occur. To state that we are “in 
a new era” has an ominous ring reminiscent of 
1929, yet capital appears resigned to permanent ac- 
ceptance of record low returns though it conceiv- 
ably might resist any further pressure for still 
lower yields. There are of course two sides to the 
picture. The fundamental safety factor of the new 
low-rate issues has been permanently enhanced; a 
promise to pay 3% rather than 6% has a relatively 
sounder basis. 

In the scramble to take advantage of lower rates 
by extensive refunding, here and there has begun 
an additional trend to secure tax savings by substi- 
tution of interest bearing debt for capital repre- 
sented by outstanding preferred stock. In the case 
of seemingly impregnable concerns, this tradition- 
ally unorthodox process may appear fully warranted 
by the reward it offers. However, not always do 
such new borrowers fully rate in the exalted class. 
We hope we are wrong, but in some of these latter 
cases there may come a day when common stock- 


holders will regret that a more conservative cours 
has not been followed. 


THE DROP IN MARGIN ACCOUNTS .. . The latest 


report of the New York Stock Exchange on margin 
accounts carried by member firms provides addi. 
tional refutation of charges of wide margin specula. 


tion that in the recent past have led to progressive 


tightening of margin regulations. In marked cop. 
trast to the number of margin accounts carrie 
some six years ago, brokerage houses report that 
as of June 30, 1945, such accounts throughout the 


country total but 137,752, a decline of almost 50%f 
since November 30, 1938, the last date for which af 


comparison was available. 


Several factors have contributed to the sharp con. 


traction in these accounts. Perhaps most important} 


was the plethora of investible funds, leading t 
widespread cash buying rather than margin buying 
of securities during the war years. Others are the 
three increases in margin requirements since 194(, 
the Jatest. on July 5, hiking requirements from 50% 
to 75%. Both the New York Stock Exchange anj 
the New York Curb Exchange contributed to dis. 
couragement of margin trading when they put into 
effect, in March 1943, a rule which prohibited am 
such accounts in stock selling at $5 a share or less, 
This was followed on March 3, 1945 by applying th 
rule to all stock selling at less than $10 a share. h 
addition to these control factors, many member 
firms require that cash accounts be kept on a basis 
as high as 90%; there are some which carry m 
margin accounts on their books at all. 

There is no question that for some time past, 
much trading has been on an investment rather than 
on a speculative basis. Margin trading is not nearly 
what it was, in terms of share volume as well as of 
active margin accounts. 


STRAW IN THE WIND .. . New York banks one 
again are welcoming new deposits, something they 
tried hard to avoid building up during the earl 
war years when money was so difficult to employ 
that large deposits were not worth the cost of de 
posit insurance on them. Money is still difficult to 
employ but there are signs of an impending change 
The imminence of VJ-Day has been pointing in this 
direction. Renewed interest in deposits can be sail 
to have more of a relation to anticipated needs than 
to immediate requirements. Clearly, banks are look- 
ing forward to more active lending activities as ful 
reconversion gets under wav. 

Most of the New York banks have maintaine 
special interest or thrift accounts throughout th 
war, though at times the pavment of interest—a 
however low a rate—proved rather burdensome 
Some discontinued them altogether. One of the hi 
New York banks that did so now has announced thal 
it had restored the facilities and that interest woull 
be compounded at rates ranging from 1% to a frat 
tion of 1% according to size of deposits. This hard 
ly implies much competition for savings institutions 
which still pay rates ranging from 114% to 2% 0 


more. But the banks may draw some deposits from 
some neighboring States. such as New Jersey, wher? 


rates are abnormally low by State Government ordet 
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THE PROBLEMS OF PEACE 


d 


oI 


PEEDED by a swift succession of portentous 
W blows, the war in the Pacific has reached its fin- 
ale. The end of World War 2 is at hand, thrusting 


\fupon us the tremendously complicated problems of 
;ppeace. On the manner of their solution may well 


lepend the future fate of mankind. 
Seldom has victory in battle been so decisive as 
purs, seldom have nations been so completely van- 


yPouished as our enemies. The fight was hard and 
Plong, and we have every cause to celebrate its suc- 


essful conclusion in the spirit of profound thanks- 
viving, remembering with gratitude and sorrow the 
any thousands whose sacrifice made victory pos- 


isfpible. In justice to them, and to safeguard the 


world’s future, we now must 
ully and soberly realize the 


Pereat task that remains. 


We have won the war but 


yfnow begins the no less crucial 


battle of winning the peace, a 
battle that may well tax the 
wisdom and ingenuity of the 
Allied leaders and Govern- 
ents as they begin to grap- 


tiple with the gigantic issues 
vieft in the wake of the world’s 


worst holocaust. Victory finds 
he United States at the apex 


efpf her power but in the hour 
bf our triumph we cannot es- 


some. 
e hi 
| thal 
vould 


ape the enormous responsi- 
bilities resting in the mate- 
al and moral leadership 
which we must exercise in the 
mpending task of re-shaping 
he world. 

It will be no less than that. 
e nature and implications 
Mf peace are stupendous and 
vill put the new world char- 
er to a severe test. They 
lave not been made easier by 
he urgency of reorientation 
Mf postwar international policies arising from the 


wdvent of the atomic bomb, possession of which has 


ven us—at least for some time—new great bar- 
aning power. The potentials of this new force are 


@ppalling, its effect on future wars and international 


fairs of fundamental importance. In the light of 
8 existence, cooperation appears the only hope of 
e human race and achievement of that cooperation 
he paramount and most pressing task. 

Perhaps for the first time in the history of this 
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The Big Three at Potsdam 


BY ROBERT GUISE 


globe, the future not only of Europe and Asia but 
of the entire world is up for re-shaping. There is 
scarcely a corner of the earth that does not require 
attention. The Berlin declaration has settled the 
fate of Germany, offering her little more than sur- 
vival. It established more positively than ever be- 
fore the supremacy of the great powers over the 
small. But the main problem of the future is no 
longer so much to prevent renewed strife among 
the smaller nations but to keep the peace among the 
big powers, to resolve existing differences and 
smooth out frictions in a manner conducive to world 
stability and world security. 

Many potential points of friction remain. The 
problems of peace include im- 
plementation and eventual re- 
finement of the world charter, 
creation of a practical and 
progressive system of world 
security. There are the imme- 
diate problems of dealing 
with the conquered nations, 
both military and political, in- 
volving a long and difficult job 
of reclamation. There is the 
task of feeding and rehabili- 
tation of the war-ravaged 
countries, the settling of po- 
litical and boundary ques- 
tions, the fostering of demo- 
cratic governments’ every- 
where. Final peace settle- 
ments call for delicate politi- 
cal decisions to eliminate fric- 
tion among the big powers. 
In all these spheres, many 
things are still left undone. 

Fatern European questions 
still loom large and potenti- 
ally troublesome. There is the 
dubious status of Italy and 
Spain; the French position in 
the world of tomorrow; 
Greece, the Dardanelles and the Mediterranean 
where Russian and British interests collide. In 
short, Europe is full of problems, as yet unsolved, 
which can hardly wait much longer, and now the 
Far East presents many more. They are no less 
weighty than those of the old world. 

Japan’s surrender does not solve the problems of 
the Far East by any means. Rather it marks the 
end of one phase and the beginning of another, call- 
ing for political, diplomatic (Please turn to page 570) 
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Market Facing Today’s Realities 


The over-all business outlook of the months just ahead is generally bearish, but 
tax relief and prospective post-conversion activity will be bullish. In the mar- 
ket’s response, the timing of the dividing line is now conjectural. Hence, no 
change in our moderately cautious and selective policy is yet warranted. 


ee as. 


 e igaiad well is the stock market prepared for the 
generally deflationary economic readjustments 
which are bound to follow V-J Day? That question 
can not be answered with confidence on the basis of 
its recent action. 

The increasing probability of early peace had been 
recognized, at least in a general way, for some 
weeks. “Peace sentiment” became acutely specific 
after announcement of the sensational effects of the 
first atomic bombing, whereupon the average de- 
clined sharply, but not to new intermediate-reaction 
lows. Then Russia jumped on the bandwagon, and 
the market, on a broad average, had the sharpest 
one-day rally of the year. This subsided into a not- 
ably mixed performance with the Japanese surren- 
der offer, which, of course, was not acted on by the 
United Nations until after the securities exchanges 
had closed for the week. 

Perhaps it could be said that these rapid-change 
fluctuations reflected considerable confusion of mind, 
yet they left the average within the fairly narrow 
trading range which had prevailed for nearly a 
month; and the volume of transactions remained far 
under the year’s highest levels. It seems to us that 
the most significant thing was the sudden sharply 
increased emphasis on selectivity. With the war-to- 
peace transition already on in stock prices, it became 
more emphatically a “market of stocks.” 

Groups with a “war flavor” either declined or 
fared worse than the industrial average when peace 
was accepted as imminent. Stocks in some of the 
“peace groups” were either actively bought or at 
least not subject to any significant pressure. The 
sharpest and most general declines were seen in 
rails, aircraft manufacturing issues and the small 
shipbuilding group. Among the favored groups were 
air lines, building materials stocks, chemicals, house- 
hold furnishings, rail equipments, rayon stocks, 
finance companies, tires and soft drinks. 

The basis of this pattern of selectivity seems ob- 
vious—so much so that it raises some question in 
our mind. It has been no secret that the earnings 
of the railroad, aircraft and shipbuilding industries 
were greatly inflated by war; and it became appar- 
ent quite a few weeks ago, in view of our virtually 
unopposed naval and air attack, that Japan’s days 
were numbered. Yet not until peace seemed to be a 
matter of hours did many people begin selling rails, 
aircrafts and shipbuilding stocks. In the light of 
these facts, what is to be said for the supposed 
“prophetic vision” of the market, which is to say the 
collective, or mass-mind, judgment of investors and 
speculators ? 

Whether or not intelligent, it can not be denied 
that current liquidation of “war stocks” is decidedly: 


522 


MILLER 


belated. Well, then, may it not be that the suddenly 
enhanced popularity of the “peace stocks” is sim , 
ilarly, perhaps equally, belated? It reflects the work} 
ings of the same “mass mind”—after stocks in in. 
dustries with good peacetime prospects have bee 
discounting those potentials for more than three f 
years. 





This brings up a more specific question. As com : 
pared with earlier times, the modern market seemsf 


more prone to “act” after the news is out. Perhapsf 


that is because the relative weight, by volume, of i 
buying and selling by professionals and “insiders’f 
has decreased, while that of the general public has 
increased. Be that as it may, we have noticed af 
markedly increased tendency for a substantial partf 
of the “discounting’”—whether of a general news de- 
velopment or an earnings report or a dividend} 
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change—to occur after the event. 

Now, everybody has known that the end of the 

war—especially if it came when reconversion was 
barely started—would bring a quite severe economic 
shock: a big drop in industrial production and na- 
tional income, mounting unemployment, a substan- 
tial, though very uneven, decline in corporate earn- 
ings, despite the tax cushions. Since this has been 
recognized and is no surprise to intelligent minds, 
some market analysts reason that the investing- 
speculative public is psychologically prepared for it 
and that it will continue, as for the past several 
years, to look around the corner at the pleasant 
longer-term things: the tax reduction and the 
“catching up” boom. Perhaps so. We would like to 
be confident of that—but we wonder, and we cer- 
tainly question whether that assumption can be 
safely made on the limited technical evidence so far 
' available. 
To revert to the recent evidence, though the ap- 
| proaching end of the war had been foreshadowed, 
many holders did not sell “war stocks” until it “hit 
them in the face.” The approaching economic de- 
flation of the reconversion period has similarly been 
foreshadowed, and, unlike the ending of a war, it is 
acumulative thing, spread over a period of months. 
We will not feel the impact all at once. But we will 
feel it progressively from month to month. In due 
time there will be increasing published reports of 
lower earnings. Some dividends are going to be re- 
duced or omitted. Is the stock market going to be 
able to “take it”—holding within the range marked 
out from early summer to date or resuming the 
major rise? Or will considerable numbers of people 
do some belated selling only after the unpleasant 
facts are out in the open? 
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We don’t feel too sure about the answers, ae we 
believe more evidence will be required before it can 
be prudent to take a more generally bullish view of 
the intermediate market outlook. Though there 
might be some additional ‘‘peace rally,” our tenta- 
tive view is that early resumption of a broad and 
sustained rise is improbable, and that the possi- 
biuity otf average prices lower than have yet been 
seen in the corrective phase must continue to be 
allowed for. 

In stock selection it might be a good idea right 
now to pay less attention to “long term potentials” 
and concentrate more on reasonably definable proba- 
bilities for the year 1946. There is a good basis for 
hope that the excess profits tax will not extend be- 
yond this year and that the effective income tax 
rate for corporations may be no higher than 40%. 
For many consumer goods companies, especially 
those with a relatively stable volume prospect, this 
is by far the most decisive factor bearing on proba- 
hle 194@ share earnings. Taking this into the reck- 
oning, — probably are some relatively attractive 

* stment aeconnts now overly well pro- 
tected by ‘aa reserves, to be found among stocks 
which anpear to be in line for higher 1946 earnings 
and dividends and which are not priced excessively 
in relation thereto. That would seem to us the least 
risky selectivity pattern to explore, and possibly the 
most profitable as well. 

Tax relief, in conjunction with not too distant bet- 
terment in earnings, will be bullish. The nearby eco- 
nomic deflation is more or less bearish. The dividing 
line, in market response, is now problematical in its 
timing. Therefore no change in our moderately cau- 
tious and selective general policy is yet warranted. 
—Monday, August 13. 
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WHAT 


“® yaeatd a few days ago, the alternate questions 
embodied in the title of this article appeared a 
valid matter of discussion. The markets had had 
their first peace scares under the impact of rumors, 
diplomatic moves and resultant conjectures pointing 
strongly to the possibility of an early end of the 
war. Early Japanese surrender in the face of Amer- 
ican arms massed to bomb and blockade the enemy 
to his knees seemed a good possibility though by no 
means, as yet, a probability. It appeared a timely 
matter to examine what might happen to our econ- 
omy if Japan falls soon, and—on the other hand— 
if the war should go on for some months. 

But things have been moving fast. The launching 
of the atomic bomb made protracted further Japa- 
nese resistance dubious. Russia’s quickly following 
declaration of war against Japan made the latter’s 
surrender an imminent probability. And as this is 
written, the news comes of Japan’s readiness to ac- 
cept the terms of the Potsdam declaration, that is to 
surrender unconditionally, provided she is permitted 
to keep Emperor Hirohito with all his prerogatives 
as a sovereign ruler. Whatever the Allied attitude 
toward this latter condition, it is obvious that the 
end has come. There can be no question of further 
effective Japanese resistance; and with this fact falls 
one of the premises of our article: What effect, if 
the war is prolonged. 


War’s End Means Severe Jolt 


Well, the war won’t be prolonged; it is just about 
over and before many days we shall become acutely 
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.... Tf Japan 
Falls Soon? 


.. If The War 
Is Prolonged? 
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conscious of the severe jolt this is going to impart 
to our economy. The sudden end of the war will in- 
evitably bring on a short period of what easily might 
be near-chaos in industry. Virtually all war contracts 
will be cancelled promptly after acceptance of official 
Japanese surrender. So will the bulk of Government 
controls over production and materials. Chairman 


Krug of the War Production Board once assured in- | 
dustry that his agency would go out of business on F 
VJ-Day. He may not have meant that literally but f 


the implication is clear. Numerous controls and re- 


strictions will be lifted virtually overnight once offi- 
cial VJ-Day has arrived. By the time this appears in f 
print, the “decontrolling” tide may already have : 


started to roll. 

Naturally, there will be an immediate and drastic 
cut in Government spending, with private industry 
nowhere able to take up the slack in a hurry. This is 
bound to make for widespread—if temporary—un- 


employment, and most likely there will ensue a made [ 
stampede for materials to restart civilian production > 


as speedily as possible. In short, the outlook we now 
face radically differs from the gradual reconversion 
process envisaged on the former premise that the 
war will probably continue for at least another six 
months. 

If the war had lasted another six months, the 


nearer term economic outlook would have been fairly f 


clear. Without question, the second half of this year 
would have witnessed a definite turning point in our 
wartime economic activity. Cutbacks in war produc- 
tion so far made total about $15 billion but only $8.6 
billion of this affected 1945 production. By Decem- 
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ber, munitions output would have been reduced by 
some 30%. The extent and speed of the subsequent 
decline in overall economic activity would have de- 
pended entirely on further war needs on the one side, 
and the tempo of reconversion and reemployment on 
the other. However, VJ-Day some time in 1946 
would have reconversion well enough along to pre- 
vent any major industrial upheaval. Most industries 
now grappling with initial reconversion, such as the 
automobile industry, would just about begin then to 
get into volume production. They would have been in 
a position to expand output almost automatically as 
additional facilities, labor and materials became 
available. Production still would have dropped fairly 
sharply but nevertheless in an orderly fashion. 

But now, with Japanese surrender offered, this 
will not be the pattern of coming events. What then? 
To put it in a nutshell: Japan’s collapse at this stage 
of initial reconversion will drastically telescope the 
problems of peace. It will act as an economic thun- 
derbolt. Munitions output will drop precipitately 
from the present monthly rate of about $4.5 biilion 
to perhaps $1.5 billion instead of the $3.4 billion 
hitherto contemplated as the December 1945 rate, 
had the war continued. After some months, it will 
decline even more, perhaps to as little as half a bil- 
lion dollars monthly. 

It is not difficult to imagine what such a drop will 
mean. Civilian production won’t begin to absorb the 
shock. Many industries, of course, will be in a posi- 
tion to reconvert and expand civilian operations al- 
most immediately; but an important segment of in- 
dustry will not. Total industrial production will nec- 
essarily drop most sharply. As measured by the Fed- 
eral Reserve Board production index, it might plum- 
met from currently about 227% of the 1935-39 level 
to some 150%! And relief, that is a reversal of 
trend, might not come until ‘well along in 1946. 

National income which appeared likely to duplicate 


its 1944 high of some $160 billion will probably drop 
to an annual rate of as low as $110 billion. Unem- 
ployment will skyrocket. It is estimated that as 
many as six million workers will lose their jobs in 
munitions industries and will have to find new ones. 
They would have to compete with additional millions 
of job-seekers as progressive demobilization of the 
armed services will swell the ranks of the unem- 
ployed. Some estimate that in the closing months of 
1945, we may have as many as five million unem- 
ployed persons compared with currently 1.4 million. 
The number may rise to some seven million by the 
end of the year, and possibly to as many as ten mil- 
lion early in 1945 as industry races against time to 
get into full reconversion stride. All the time, out- 
put of civilian goods would be rising sharply but 
would still be insufficient to take up the employment 
slack. 


Inevitable Disorganization 


Inevitably, at the present initial stage of recon- 
version, a sudden end of the war will introduce a 
period of much confusion and disorganization. The 
reason is that planning for such an eventuality has 
been virtually non-existent at the official level; also, 
readjustment to a one-war basis has so far been 
slow, and reconversion hence spotty and dragging. 
In this respect, the recent Mead Committee report 
was a real awakener. After criticizing the delay in 
Government programs to tide us over such a sudden 
emergency, the report makes the startling assertion 
that should the war in the Pacific end soon, it will 
find us largely unprepared to overcome our domestic 
problems. ‘‘Unless reconversion is speeded up,” it 
goes on, “unemplovment on a large scale will ensue, 
and large scale unemployment creates an inertia 
which is very difficult to overcome and will seri- 
ously interfere with achieving prosperity.” 
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Reading the Mead report against the background 
of latest developments affecting the war outlook is a 
sobering experience. Apparently it had its effect at 
official levels, for Government agencies are now rush- 
ing plans to do what they can to cushion the eco- 
nomic shock which will come with a sudden end of 
hostilties. WPB is hurriedly compiling a special re- 
port, to be ready within a week, on the materials and 
production controls it will lift in such an eventual- 
ity. Procurement and manpower policies of the mili- 
tary will be reexamined. Other planning, all along 
the line, is accelerating. There is still some question 
of just how fast military production cut-offs will 
follow Japanese collapse. 


has no ready plans that could swing into action 
promptly as needed. So far, Government planning 
has been more or less in the nature of improvisation, 
and much reconversion legislation was left unfin- 
ished by the recessing Congress. Moreover, recent 
shifts in Cabinet officers and top agency men inevit- 
ably mean some delays in working out policies and 
gearing organizations to new programs. Especially 
in the field of “human reconversion,” much remains 
to be done. 

Withal, with the war now ending suddenly, all pre- 
vious calculations as to readjustment to a peace 
economy need drastic revision. The closing months [ 
of this year will be 








It is possible that the 
Army will allow contrac- 
tors to finish up a large 
part of the munitions 
which have been passed 
from the raw material or 
inventory stage into ac- 
tual production. There is 
the question, too, of pro- 
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months of disturbance 
and confusion, of sharp 
dislocations as war con- }| 
tracts are being cancelled [ 
1945 wholesale. The first half f 
of next year will continue f 
unsettled, primarily a pe- 
riod of demobilization. 
Not before the second 
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longing military produc- 
tion as another cushion 
to ease the shock. The 
Government has author- 
ity to taper off, rather 
than cut off abruptly, 
military production but 
at this writing no one 
knows just how exten- 
sively this power may be 
employed. If used exten- 
sively—at the taxpayer’s 
cost—, it might some- 
what cushion but certain- 
ly not avert the severe 
jolt. 


Government expenditures 
for goods and services 100.6 
Federal government 93.2 
War 87.4 
5.8 


ment 
Private gross capital for- 


Construction 
Producers’ durable 
equipment |... 
Net change in business 
inventories .................. 
Net exports of goods 
and services ..... 
Consumers’ goods and 
services 
Durable goods 
Nondurable good 
Services 
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If this outlook picture 30.6 
appears disturbing, let 


me hasten to add that 
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Source: U. S. Department of Commerce. 


half of 1946 is a measure 
of stability likely to re- 
turn as civilian produc- [ 
tion swings into its stride. 
Perhaps not nutil the end 
of next year, however, 
will real postwar recovery 
begin, with production, 
employment and national 
income again on the up- 
trend. 
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The above time table, 
tentative as it necessarily 
must be, implies an in- 
terim period of roughly 
one year until business is 
back to, or approaching, 
normal volume _ produc- 


tion, until the unsettling 
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the rebound of recovery 
will be all the more strong and rapid. Almost over 
night, there will be no more “bottleneck problems” 
standing in the way of reconverting industries. Ma- 
terials will immediately become plentiful ; labor short- 
ages will disappear promptly. All existing difficulties 
now hampering reconversion will dissolve rapidly and 
enterprise can go ahead with far greater scope and 
assurance than heretofore. The initial shock will be 
severe and the temporary recession greater than if 
we had gradual reconversion as war business tapers 
off. But on the other hand, the output of reconver- 
sion goods will quickly reach larger proportions as 
the scramble to get into postwar production gets 
going. Recovery should begin to take a fairly firm 
hold in a matter of six months. 

Other compensations will be quick congressional 
action on tax relief, notably repeal of EPT which 
would act as a positive business stimulant. Possibly, 
also, the confusion arising from abrupt reconversion 
might enormously increase pressure for, and chances 
of, rapid discontinuance of most controls although, 
especially in the price control field, it might be wise 
nto to be too sanguine. 

The biggest difficulty right now is that Washington 
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effects of sudden total re- 
conversion begin to wear off. It may take less than 
that; some estimate, optimistically, that transition 
can readily be effected within six months. However, 
despite the known ingenuity of industrial manage- 
ment, such an estimate is almost too good to believe; 
in the face of known difficulties, it hardly seems a 
realistic expectation. 


But whatever the length of transition, it will be 
an unsettled period, and such periods usually lead to 
political pressures of all kinds. Such must be reck- [ 
oned with. There is likely to be stepped-up pressure f 
for Government intervention, in varying manner, to 
ease the transitional shock. Labor will look for offi- 
cial aid in sustaining wage rates and mass purchas- 
ing power. Advocates of more liberal employment 
benefits will find in temporary economic unsettle- 
men new ammunition for pushing their demands. 
Sponsors of “full employment” will find their cause 
just the kind of arguments they need. Confusion and 
unsettlement, in fact, may not be merely economic 
but political and social as well. And large scale public 
works may be advocated and undertaken which in 
turn may pre-empt needed materials for industrial 
recovery. (Please turn to page 572) 
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Currency Revaluations Ahead? 


Dae Ve Bs 


RE there currency revaluations ahead? Certainly. 

Many of the existing exchange rates have be- 
come obsolete as a result of the war. International 
economic and financial relations have changed since 
1939. Because of industrialization, many countries 
will no longer have any use for the type of goods 
they imported before the war; other countries will 
be in no position to export their pre-war line of 
goods. Still others, such as India, have become cred- 
itor nations during the war while those which were 
creditors, such as Great Britain, will emerge as 
debtor nations. 

As economic and financial relations have shifted, 
international payments of individual countries have 
also undergone important changes. Since a currency 
exchange rate should reflect and should help to main- 
tain a state of equilibrium in a country’s balance of 
payments, the old exchange rates will have to be 
readjusted to new situations. 


Revaluation Deferred 


But the fact that the war has rendered most of 
the existing exchange rates obsolete does not mean 
that currencies will have to be revalued in the near 
future. With lend-lease and mutual-aid still being 
extended, with prices controlled and international 
trade regulated, international payments of almost 
all countries are still too abnormal to prove a useful 
guide for establishing an exchange rate that would 
“stick” or prove stable under more normal postwar 
conditions. As a matter of fact, the present period 
of rehabilitation, of transition from a war to a peace 
economy, is perhaps one of the least suitable for the 
successful determining of an exchange rate. For this 
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reason it is more than likely that countries will pre- 
fer not to disturb the present exchange rates even 
if they have to balance their present international 
payments by shipping gold or by using their accumu- 
lated foreign exchange reserves. 

There are, of course, exceptions. In some cases, the 
external purchasing power of a currency is so much 
out of line with the internal purchasing power that 
no equilibrium in international payments could pos- 
sibly be established even at the expense of the entire 
gold and foreign exchange reserves. The French 
franc, the Belgium franc, and the Czech crown are 
good examples of such overvalued currencies. If ex- 
port trade is to be resumed, their external purchas- 
ing power will have to be readjusted to their internal 
purchasing power in the near future, unless, of 
course, a severe deflation is carried out at home, 
which is politically and socially impossible at present. 

Then there is a group of military currencies, such 
as the Italian lira, the German Reichsmark, the 
“Ruykyu” and “Pacific” yen, the exchange rates of 
which have been set more or less arbitrarily, some- 
times with a view of penalizing the respective coun- 
try. These military currencies, too, will have to be 
readjusted, perhaps at a fairly early date, to reflect 
the actual situation, if sound economic rehabilitation 
is to get under way. 


European Prospects 


The end of the war in Europe and the gradual re- 
conversion from a war to a peace economy has 
brought forth a crop of rumors of prospective cur- 
rency revaluations for which there would be very 
little justification, in view of what has been said in 
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(a)—First devaluation. (b)—Estimate—controlled prices only. 








Foreign Exchanges and Prices 


Extent 
of Dollar 


Change in 
Wholesale Cost of 
Exchange Rates Appreciation Prices Living 

June June (in %) (Jan. July 1939-Dec. 1944) 
1945 1939=100 up% up% 


100.0 100 
90.9 
403.5 
2.02 
2.28 
16.81 
20.18 
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the previous paragraphs. One of the most persistent 
has been the report that the Canadian dollar, which 
has been pegged at approximately 91 U. S. cents 
throughout the war, is to be raised to the former 
parity with the U. S. dollar. London reports that the 
rumor originated in New York, and that the purpose 
was to attract more American capital and thereby 
stimulate anew the flagging interest in Canadian 
securities and in gold shares in particular. Accord- 
ing to New York sources, rumors were started by a 
London financial group which “discovered” that the 
Canadian dollar was “grossly undervalued” and that 
it would be in the interest of international trade to 
have it restored to its former parity. 

The claim that the Canadian dollar is undervalued 
is based on the fact that Dominion prices and costs 
have been held more effectively in check than the 
prices and costs either in this country or Great 
Britain. This is true, as will be seen from the accom- 
panying table. Thus Dominion industries, greatly ex- 
panded and diversified during the war, have the ad- 
vantage of lower costs. Moreover, the war in the 
Pacific will probably be less of a drag on the Cana- 
dian economy and finances, with the result that the 
reconversion from war to peace production may be 
less of a problem there than either in this country 
or in Great Britain. It is no wonder that the British 
exporters are worried about Canadian competition 
and that they would like to see the Canadian dollar 
higher, since this would render Dominion industrial 
products more expensive in overseas markets. 

In view of the demand in Europe for Canadian 
agricultural products and the rapid reconversion of 
her industries, Canada may continue to have an ex- 
tremely favorable balance of payments for some 
time. She is said to have built up a gold and U. S. 
dollar reserve between $500 and $600 million, and 
chances are that more will be accumulated. But 
what will happen to the Canadian balance of pay- 
ments, once our purchases of Canadian raw materials 
and farm products are curtailed? What will happen 
when European agricultural production is restored ? 
Will Canadian industries be able to compete with 
our industries, once these enter export markets in 
full force? 


Under more normal circumstances, when our war- 
time purchases are curtailed and we have more 
goods to sell, the present surplus in Canada’s inter- 
national accounts with us may easily change into a 
deficit. In other words, the future is too uncertain 
for Canada to rush and revalue its currency, even if 
the prospects are extremely favorable at present. 
Even without the recent official statement by Fi- 
nance Minister Ilsey that no upward revaluation was 
contemplated, there is a widespread conviction that 
the Canadians will keep their dollar at the present 
level until post war trends in the balance of interna- 
tional payments become better discernible and that 
in the meantime they will take advantage of the un- 
usual opportunities to expand their exports. 


Latin America 


In contrast with the Canadian dollar, the-rumored 
revaluations of Latin American currencies, notably 
of the Brazilian cruizero, the Chilean peso, and the 
Bolivian boliviano, are all to be downward readjust- 
ments. In Brazil, the pressure to devalue the cruizero 
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from 20 to the dollar to 25 and possibly 35 cruizeros 
to the dollar, is said to be coming from the exporters 
of coffee and the local industries. By getting more 
cruizeros for his coffee, the grower would probably 
be able to cover his production costs which are said 
to be higher than the coffee ceiling prices in New 
York. However, the Brazilian coffee grower and ex- 
porter is also a speculator, and the increased demand 
for coffee, now that Continental markets are about 
to be re-opened, spell for him a high coffee price 
not only in cruizeros but primarily in U. S. cents. 


Brazilian Viewpoint 


To the Brazilian industrialist, the lowering of the 
cruizero would be equivalent to an increase in cus- 
tom duties and thus provide increased protection. 
He sees that the wartime boom is coming quickly to 
an end, that he will have to face increased competi- 
tion from imported goods in the domestic market 
which up to now he has had to himself. He will un- 
questionably lose some of the export markets too. 
His costs are high, not only because many of the 
industries started in Brazil during the war are un- 
economical, but also because wage rates are high and 
there is little chance that they can be readjusted 
downward. Revaluation and more protection seem to 
him to be the only way out. 

The Brazilian Government has officially denied 
any intention of devaluing the cruizero. To devalue 
now would do more harm than good. The uneconom- 
ical industries have no place in the country’s econ- 
omy. Sounder industries will have an opportunity to 
lower production costs by getting more efficient 
equipment. There are sufficient funds available 
abroad to finance such purchases. In general, the 
curtailment of U. S. expenditures for war material 
and various services may temporarily weaken Bra- 
zil’s balance of international payments and bring 
about pressure on the cruizero. But the reopening of 
Continental markets and the recovery in trade in 
some of the older export products should eventually 
more than offset the wartime expenditures of the 
United States in Brazil. Meanwhile the reduction of 
the Brazilian foreign debt from $837 million in 1930 
to $521 million is also a constructive development, 
since the annual debt service to be transferred 
abroad has been greatly reduced as a result. 

The end of war boom in non-ferrous metals will 
be serious for Chile and Bolivia. The curtailment of 
production and possibly lower prices for copper, tin 
and other non-ferrous metals will require consider- 
able internal readjustment, including relocation of 
labor and the reduction of wages, both of which will 
be difficult to carry out. Prices and costs in both 
countries are out of line with the prices and costs in 
this country; the purchasing power of the dollar in 
Chile is estimated at about 70 cents. While both 
Chile and Bolivia have considerable gold and foreign 
exchange reserves, the indications are that they will 
be spent for industrial equipment rather than on 
deficits in current trade and service accounts. Hence, 
currency revaluation in Chile and Bolivia may be 
used relatively soon to establish and maintain an 
equilibrium in the balance of payments. 

Venezuela is another country where prices and 
costs are completely out of line with the prices here 
and in Great Britain. However, unlike Chile or Bo- 
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livia, Venezuela is assured a good income from 
petroleum exports for at least two years to come. 

On the continent of Europe, despite the fact that 
some of the currency exchange rates are most un- 
realistic in view of their internal purchasing power, 
the adjustments will probably be rather slow. The 
authorities and even people in some of the countries 
are still confident that the restoration of distribution 
and production will lift the internal purchasing 
power and that no drastic revaluations from the 
present levels will be necessary. Otherwise the situa- 
tion is rather curious. On one hand there is much 
talk about the dangers of inflation and the necessity 
of price and wage controls; on the other hand most 
of the policies pursued, social reforms and the main- 
tenance of employment, have inflationary after- 
effects. 

The general belief is that most of the continental 
countries will “muddle through” with the present 
exchange rates until they are ready to join the In- 
ternational Stabilization Fund. By that time more 
will be known about the future relation between the 
dollar and the pound. It is expected that the Fund 
authorities will require that a “realistic” exchange 
rate be adopted, which may prove a face-saving way 
out, especially in those countries where the authori- 
ties have pledged (as in France) to maintain the 
present rate of exchange. 

There is a difference of opinion as to the Italian 
lira, maintained at 100 to the dollar. One viewpoint 
is that it was set too low and that its purchasing 
power is actually larger than one U. S. cent. The 
argument is substantiated by the claim that the rate 
has stimulated exports almost immediately after the 
restoration of transportation and that the Allied sol- 
dier has emptied Italian store shelves effectively, 
thereby adding to the local inflation. The other view- 
point is that a further devaluation will be necessary 
because the shortage of goods is getting worse and 
because no large scale currency reforms are being 
carried out or even contemplated. 

Meanwhile in Greece the new drachma which took 
the place of the completely worthless currency last 
October has been devalued from 150 drachmas to 








United States Silver Stock Situation 
August I, 1945 

Value 
at $1.29 

Ounces __ per ounce 

(millions) (millions) 

1. Silver held in the U. S. Treasury 
(a) Silver bullion held against silver certificates 





Held in vault 330 $ 427 
Held by the Office of Defense Plants 
war plants) 880 1,147 
(b) Silver dollars 283 365 
(c) Silver in General Fund 
To be monetized . 300 387 
Earmarked for lend-lease and coinage 318 410 
Subsidiary coin ce MI 2 Ly: 16 
2. Silver outside the U. S. Treasury (June 30) 
a) Silver dollars in circulation 91 125 
(b) Subsidiary silver . 580 800 
Grand total 2,802 $3,677 





Source: Daily statement of the U. S. Treasury Circulation Statement 
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500 drachmas to the dollar. It is said that the ex- 
change rate set last Fall was purely nominal and 
that the black market rates were above the official 
rates at that time. The key to currency stability in 
Greece is a larger supply of goods and the end of 
political uncertainty. 

Although relatively few details are known, com- 
prehensive currency reforms have been carried out 
in some of the Central and Eastern European coun- 
tries. In Poland the old zloty currency and German 
occupation money were withdrawn from circulation 
last February, blocked and replaced by a new cur- 
rency, circulation of which is about one-fourth as 
large as it was under the German occupation. tu 
Yugoslavia the eight different currencies circulating 
in the country at the time of liberation have been 
replaced by a new dinar. The issue of new eurrency 
was limited to 5,000 new dinars per person. In Hun- 
gary and Roumania, no reforms have been carried 
out and apparently the inflationary trend continues. 


Silver 


With things stirring in the currency world, it is 
not particularly surprising that the “‘silverites” have 
become active again. Silver has become an important 
strategic mineral during the war and has proved 
very useful both as an alloy and a substitute for 
copper, tin and other metals. Its industrial use has 
expanded. With the war over, its usefulness will 
probably decline. The 900 million ounces or so of 
Government-owned silver now used in war plants 
will be returned to the Treasury. Possibly some of 
the 350 million ounces of silver lend-leased to various 
Allied Governments (India, Netherlands, Ethiopia, 
Great Britain) will be returned as the wartime boom 
subsides and circulation contracts. 

On the other hand, the world production of silver, 
crewded out by the output of other metals and re- 
duced to about 60 per cent of the pre-war figure, will 
undoubtedly expand. The extreme shortage of white 
metal which marked the war years will be over, and 
while the New York price is not likely to decline 
from the present levels, it is doubtful that the peo- 
ple of India will continue to pay for silver $1.10 per 
ounce, es thev are doing at present, for any length 
of time after the war. 

The Silver Senators in Congress, aware that the 
end of the war is likely to bring some of the old 
“headaches,” especially in regard to the absorption 
of the excess supplies of silver, have been trying 
hard to do something for the white metal. Together 
with Mexican and other Latin American delegates, 
they attempted unsuccessfully to have the Bretton 
Woods Monetary Conference make a place for silver 
in the Stabilization Fund Plan. Last Spring they put 
pressure on the Senate Banking and Currency Com- 
mittee to do something for silver in connection with 
the International Fund and Bank Bill— again un- 
successfully. 

However, last month they were able to obtain a 
“gesture of recognition for silver” from the new 
Secretary .of the Treasury, Judge Vinson. Accord- 
ingly, the Treasury agreed to “monetize” some 300 
million ounces of silver out of the “free silver stock” 
of about 620 million ounces. This move means that 
the 300 million ounces of silver which cost the Treas- 
ury around $150 million will (Please turn to page 569) 
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“CROWTH OF FARM 


SBE 


WHITE AREA REPRESENTS CASH 


INCOME 1939-1944 


INCOME FROM FARM MARKETINGS 


SHADEO AREA REPRESENTS GOVERNMENT PAYMENTS 


DOA 


$8-6 BILLION $9.1 BILLION $11-7 BILLION 


$16.0 BILLION 


$19.9 BILLION $20.6 BILLION 





Over $20 Billion Farm Income in 1945 


BY F. R. WALTERS 


TN spite of continued wartime operating difficul- 

ties, farmers this year can look forward to mak- 
ing “hay” in a most impressive manner. They did 
extremely well last year when cash receipts from 
farm marketings came to $19.79 billion; with some 
$800 million of Government payments thrown in, 
total farm income in 1944 reached the all-time high 
of $20.59 billion. 

This year they expect to do even better, despite 
somewhat lower production volume. With average 
prices received by farmers at their highest in 25 
years, 1945 farm income promises to exceed $21 
billion. Not that farm prices generally have risen 
so much; the rising price trend was mainly marked 
as to meat animals, truck crops, poultry and eggs, 
as the housewife can readily testify. However, the 
increase in average farm prices will probably more 
than compensate for the reduced production vol- 
ume in several categories. The 


technology with rapid strides in farm mechaniza- 
tion, and the beneficial effects of soil conservation. 
All will continue to be operative, except possibly the 
weather which thus far has not been entirely co- 
operative in all sectors. With good weather, how- 
ever, the difference between this year’s and last 
year’s farm output should not be great. 

During the first half of the year, income from 
farm marketings is estimated at some $9.2 billion, 
about the same as in 1944. During the second half, 
as income rises with harvests and heavier live- 
stock marketings, farmers should do even better. 
The principal determinant of final income will be 
volume, what with heavy demand sustaining cur- 
rent high prices and, in virtually every category, 
exceeding supply. Regardless of the war’s end in 
Europe, heavy purchases of foodstuffs will be 
continued by the Government for the armed 

forces, for Lend-Lease, for re- 





lief abroad; and with national 





latter will lead to overall out- jj 
put somewhat below the rec- 
ord-breaking 1944 level though 
probably not enough to force 
important shifts in _ civilian 
diets, provided that food dis- 
tribution becomes more. ef- 


ficient. Inefficient distribution 
Foods output . 


Summary of Wartime Changes in 
American Agriculture 


Total output 


income continuing high, there 
is no prospect of waning civilian 
demand. Rather. the contrary is 
true; civilian demand for all 
foods continues unusually 
strong, considerably above pre- 
war levels. All this will cause 


% change 
from 1940 
to 1944 


_ al 
+23 





rather than lack of adequate 
food supply has in the past been 
mainly responsible for short- 
ages. 


Farm employment .... 


Tractors on farms 


Acreage in crops SNE RTE 
Farm population 


Use of commercial fertilizer... 


prices for farm products to press 
against existing ceilings, leav- 
ing volume as the only uncer- 
tain factor in the farm income 


ep 





Aside from the unusual war- 
induced demand for farm prod- 
ucts, the farmer has owed his 
extraordinary wartime prosperi- 


Crop yield per acre. 
Output per worker 


Wage rates 


Net realized income, farm operators... 


picture. 

Wheat farmers should cash in 
handsomely on their anticipated 
record wheat harvest, forecast 





Mortgage debt 


by the Department of Agricul- 





ty to four principal factors. Per- ed Ghake 





haps the most important has 
been the highly favorable 
weather. Others were efficient 








Source: Byrnes report of Jan. 1, 1945. 


ture at 1.1 billion bushels or 50 
million bushels more than last 
year. It will be the third larg- 
est production on record. 














farm operation, improved farm 


THE MAGAZINE OF WALL STREET 





Co 
corn 
ticip: 
grair 
unde 
feed 
to so 


furth 
by m 
Bu 
third 
favor 
as oa’ 
about 
and v 
ceed | 
what 
plies 
meat 
ume. | 
of las 
93%. 
refer 
from ? 
Tot. 
smalle 
but be 
marke 
year’s 
ments 
fall ar 
smalle 
a shor 
year, | 
below 
crops 
is the 
ductio 
year. 
tailed 
affecte 
this h 
cline i 
in mic 
howev 
stock 
pand 1 
vorabl 
cludes 







ET 


' tailed production in wavs which 


Corn growers are less favored this year with the 
corn crop expected to be sharply below 1944. An- 
ticipated yield of this, the nation’s number one feed 
grain, is 2.6 billion bushels, about 543 million bushels 
under last year’s all-time record output. As far as 
feed supply is concerned, this decline will be offset 
to some extent by production of 1.4 billion bushels 
of oats, the largest oats crop in 25 years. 

Nevertheless, the Department of Agriculture cau- 
tions that stocks of feed grains next year probably 
will be below the amounts available since 1940. 
This short supply could force farmers to market 
cattle and hogs in larger numbers but at smaller 
weights with the result that there would be little 
or no improvement in the civilian meat supply. What 
could be even more serious is that farmers faced 
with a reduced corn supply for feeding purposes may 
decide to cut the size of the pig crop next fall and 
spring. Such action would not only further reduce 
the prospective limited supplies of pork but also 
further curtail the limited output of fats and oils 
by making less lard available. 

But on the whole, we can look forward to the 
third largest grain crop on record, mainly due to the 
favorable prospects for wheat and small grains such 
as oats. Production of food grains should amount to 
about 95% of last year’s volume; truck crops, fruits 
and vegetables may be about equal or slightly ex- 
ceed 1944; dairy products may be available in some- 
what larger volume but of poultry, available sup- 
plies may come to only 95% while production of 
meat animals is likely to drop to 91% of 1944 vol- 
ume. Total food production may come to about 96% 


| of last year’s, and total agricultural production to 


93%. All these estimates, based on official forecasts, 
refer to volume. What about income derived there- 
from? 

Total 1945 livestock sales will be lower, due to 
smaller inventories and lower current production, 
but because of higher prices, income from livestock 
marketings should be high, at least as good as last 
year’s $11.18 billion, exclusive of Government pay- 


» ments. Cattle marketings may expand through the 


fall and winter but income from hog sales will be 
smaller unless heavier marketings are forced by 
a shortage of feed, meaning chiefly corn. So far this 
year, income from livestock sales has been running 
below 1944 while income from 
crops has been above; the former 
is the result of less profitable pro- 
duction and scarcity of feed last 
year. Livestock raisers thus cur- 


affected marketings in 1945 and 
this has been the key to the de- 
cline in income from that source 
in midwestern areas. At present, 
however, indications are that live- 
stock output may henceforth ex- 
pand moderately, due to more fa- 
vorable price-feed ratios. This ex- 
cludes hog production, the trend of 
which is not certain at this writ- 
ing. 

_ Dairymen this year will hit the 
Jackpot; their 1945 income may 
run as high as $3.2 billion com- 
pared with last vear’s $2.9 billion 
(both figures exclusive of subsidies 
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INDEXES OF PRICES RECEIVED AND 
PRICES PAID BY FARMERS 
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amounting to about half-a billion). In most dairy 
areas, income will hold up better than in cattle areas. 
Larger numbers of cows are being milked and milk 
has been flowing at a record annual rate, with prices 
for milk and butterfat equaling last year’s high 
figures. What’s more, pastures are excellent and 
feed supplies adequate. 

Producers of poultry and eggs can expect an in- 
come exceeding last year’s of $2.3 billion. Egg pro- 
duction has fallen off, what with farmers selling 
their laying hens and even their breeding stock to 
take advantage of high poultry prices. As a result, 
egg prices soared. Combined, the two factors more 
than offset reduced egg sales, and poultry prices 
are still tending skywards. 

Income of crop producers as a whole should 
outrun last year’s total of $8.6 billion, exclusive of 
some $250 million ob- (Please turn to page 561) 



























Caterpillar Tractor Co. Photo 


































Happening tn Washington 


Charles Phelps Cushing Photo 


MANPOWER utilization issue has gone to the Presi- 


dent for decision, and Ickes will win his demand for 


30,000 of the uniformed 130,000 coal miners. The 
army is accused of hoarding men needed for civilian 
purposes; despite widely publicized discharges, in- 
ductions are keeping the military forces at almost 
constant strength of 8 million. The fact that coal 





Washington Sees: 


Two recent examples of statesmanship and 
leadersh.p, both widely puolicized and favorably 
received, have made Senator Arthur H. Vanden- 
berg of Michigan, the “man to be watched” 
politically. 

Vandenberg has led the republican party on 
the path of international cooperation through his 
official position at San Francisco when the 
UNCIO Charter was drafted, and in the Senate 


when it was up for approval. 





More recently, his sponsorship of a United In- 
dustrial Peace Conference has brought him recog- 
nition in another vital field of post-war endeavor, 
that of labor relations. 


The Michigan republican was singled out by 
President Roosevelt as the senator of his party 
most understanding in the science of foreign rela- 
tions. Support for his industrial peace parley plan 
came from such sources as the democratic secre- 
tary of labor, L. B. Schwellenbach, the U. S. 
Chamber of Commerce, and both major divisions 
of unionized labor. He already had established a 
reputation as an authority on taxes and financ> 
and the added laurels have spotlighted him, in 
the eyes of party leaders, as the man who today 
stands out as Presidential timber. 


Vandenberg has had White House aspirations 
for a dozen years. Usually, he has looked well in 
the advance trial runs but lost ground when more 
dramatic personalities came into the picture. 
UNCIO and the industrial peace plan may have 
supplied the necessary political punch. 








spells the difference between anarchy and order in 
Europe next winter will be the telling point in Ickes’ 
favor. 


LEND-LEASE to Britain and France is being re-exam- 
ined with a view to paring down. Reduction is in § 
sight, going mostly to the tools and equipment of 
reconversion. Both countries overestimated their re- 
quirements in that regard. Russia’s potential role in 
the Pacific will insure continued flow of lend-lease § 
goods to that nation. The high command finds it com- 
forting to know that 1 million Soviet troops are § 
poised at the Jap border, wants to keep them there. 


BRETTON WOODS understandings in their present 
form will be short-lived. Great Britain is disposed to 
give them short tenure—three years is being men- § 
tioned. Her financial chieftains aren’t certain the 
commitments pledged can be continuously fulfilled, 
don’t want to be put in the position of backing down 
alone. And election of the Labour Government has f 
added a new complication. It’s lukewarm to coopera- 
tive arrangements not of its own making. 


LITTLE STEEL formula is likely to lose its effective- 
ness by a policy of whittling away. War Labor Board 
members favor permitting wage increases beyond 
the formula level if there is voluntary agreement, ff 
p'us promise that price increases will not result. B 
Many employers have found Little Steel formula af 
headache, despite its acknowledged overall benefit, 
would welcome this method of solving labor force 
problems. War Mobilizer William H. Davis has the ff 
power to veto the project but is reported in mood for 
compromise. 


TUGWELL-TOWNS, the three model communities 
built by the government in the days when Dr. Rex- 
ford G. Tugwell was riding high, are to be sold off 
after proving that which they set out to prove, 
namely, when the taxpayers build homes and facili- 
ties and rent them to selected tenants at a figure 
which bears no relation to investments, the tenants 
are sitting pretty at the taxpayers’ expense. Green- 
belt, the Washington project, was estimated to cost 
7 millions, cost 13 millions. 
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posal. Senate small business committee professes to see signs 
of monopoly encouragement in proposed sales of machine tools in 
large amounts to General Motors and Allis-Chalmers. Full-dress 
inguiry will result. 























Churchill defeat leaves unanswered several questions of 
political nature but Washington regards the Attlee government a 
better bet for international cooperation. 














Socialistic plans announced during the campaign are to 
Stalin's liking. Likewise they match more closely the political 
concepts of the dominions. And Churchill was critical of Amer- 
ica's part in World War I, was articulate on the point and never 
was quite forgiven by United Statest military and diplomatic 
chiefs. 

















With Stalin's red star in ascendency in the world firmament, and with con- 
servative government banished from London, Washington politicos are wondering 
whether, and to what extent, this country will switch. First test will come in next 
year's congressional primaries and elections. 




















William Green, AFL chief, was first among organized labor in this country to 
see great political portents. He joined in to the extent of referring to the Attlee 
group as "the labour party," giving "labor" British spelling. 











In that connection, words spoken by Sidney Hillman (a much more astute poli- 
tician than Green) become significant. During the Roosevelt-Dewey campaign, Hillman 
forecast Britain would elect a labor government if given the chance to vote. But, 
he warned, labor can best serve its interest here by remaining within the parties 
already constituted. 

















Rep. Clarence Cannon, chairman of the house appropriations committee, sets 
at rest any thought of early post-war tax relief. He expressed it in simple mathe- 
matics. This year's 59 billion dollars build the war years appropriations to 416.6 
billions. Post-war years must pay the int?rest, support a government more costlier 
than in pre-war years. 























Best estimate Cannon could supply--and as chairman of the appropriations 
committee he is the man closest to the subject--is that costs to the federal govern- 
ment, exclusive of interest, will be 25 billions annually. 








GI business ventures may not bas as numerous as first expected. Analysis of 
the first 1,000 loans made by one metropolitan bank under the GI Bill of Rights 
Showed only 6.3 were floated for business tries. Principal reason given for borrow- 
ings was to establish, or re-establish homes and otherwise prepare the way for 
return to pre-war existence. 




















SEC report on working capital of 1,290 corporations shows a 63 per cent 
Spurt in the war era--roughly from 12 to 29 billions. Significant comment by Secu- 
rities Exchange Commission: "This re-emphasizes the ability of American industry as 
a whole to reconvert to peacetime production and also undertake considerable expan- 
Sion without recourse to outside sources of funds." 


























Pattern of the installment system for surplus war material disposal may be 
found in the RFC announcement of plan to market transport planes at 15 per cent 
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on-the-line plus the cost of insurance, the balance to be secured by chattel mort— 
gage payable monthly over a period of three years, with interest at four per cent. 











Disposal of surplus plants held by Defense Plant Corporation totals 50 with 
Few factories have been declared surplus; there- 
fore the record is thought good. In 17 cases, sales were outright; others involved 
leases or other arrangements, the latter including sliding-scale rentals following 
rise or fall of civilian production value. 














Not all government agencies operate at a loss. Electric Home and Farm 
Authority went out of business this month after paying 1.5 million dollars to the 
Treasury, representing net profits in its 10 years of operation. 























EHFA financed purchase by 383,000 householders, of refrigerators, ranges, 
heaters, cream separators, etc., which they proved they couldn't buy for cash. 
Contracts purchased were valued at 53 million dollars, involved dealings with 7,100 
small contractors, in 37 states. 














Morgenthau's swan song, asking that Treasury have policy direction on the 
preparation of the annual federal budget, fell on deaf ears. Congress and the 
affected agencies don't want it, the White House wouldn't accept it because the 
Bureau of Budget is more directly under its wing, and Vinson prefers the present 
System. 














Important piece of legislation which received little if any mention in the 
press, was the concurrent resolution to uphold Bureau of Internal Revenue interpre- 
tation that certain expenses of drilling oil or gas wells may be charged, for tax 
purposes, either as capital diminution, or expenses. 




















Decision of an appellate court that this option was not contemplated in the 
law, raised the question. Treasury and congress hesitated to open the subject by 
statutory amendment, accomplished same purpose by passing concurrent action motion 
declaring BIR interpretation carries out legislative intent. 

















In the war between Office of Defense Transportation and the War Department 
to assess blame for transportation collapse both will be absolved and orders will be 
issued to railroads with a frequency to suggest that they--the rails--failed to do 


the job. 

ODT has signed numerous directives on civilian travel but has not, will not, 
go so far as travel rationing. War Department will carry on redeployment without 
cessation, until it is completed. Caught between the two, railroads cannot refuse 
civilian passengers on coaches, yet must move the army. 









































Here's the overall picture: rail passenger travel this year will be five 
times that of pre-war years; buses are carrying overloads everywhere; private cars 
which formerly accounted for major part of intercity travel, move only a fraction of 
their passengers, because of tire and gasoline restrictions. 








Business and industry may soon be able to present their labor issues to an 


integrated Washington agency, answerable to a single policy maker, Secretary L. B. 
Schwellenbach. 














The Labor Department head is preparing for White House and congressional 
approval a merger into his department of NLRB, NWLB, WPB, and the labor relations 


























Personnel reorganization will be thorough. Organized labor will have more 
key men placed in official position, given larger say in decisions. Plan will be 
presented as adaptation of labor-management committee idea. 
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TEN SELECTED STOCKS 








For Speculative Investment 
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a the average level of representative stocks 
up 70 points, or nearly 100% from their 1942 
lows, and many reflecting advances of as much as 
several hundred per cent in the past three years, 
it is difficult indeed to find issues today which offer 
substantial price appreciation potentials at existing 
prices. 

However, careful examination of a long list of 
common stocks has revealed, among others, ten 
situations presenting special long term attraction be- 
cause of sound finances, entrenched positions, large 
sales and earnings potentials in the postwar era. 
With the exception of Colt’s Patent Fire Arms 
capital stock, all the issues discussed here are sell- 
ing substantially above 1942 levels. Nevertheless, 
these selections give promise of ultimate considera- 
ble further price rise although current reactionary 
tendencies in stocks generally, coupled with tem- 
porary factors now operating in certain situations, 
may check advances over the near term. 

In the case of Colt’s Patent Fire Arms common, 

temporary deficit operations as the result of non- 
recurring losses and contract shifts, have depressed 
the market quotation for the equity to within four 
points of the ten year low. Consequently, the issue 
should strongly resist any further general market 
setback, and at its depressed price around 361/, 
offers price enhancement possibilities in view of the 
good prewar record and anticipated favorable opera- 
tions postwar. All ten selections are well protected 
eeteee, selling at or near their net working capital 
values. 
AMERICAN LAUNDRY MACHINERY COMPANY is a 
dominant unit in the manufacture of commercial 
laundry and dry cleaning equipment, at the same 
time making machinery for other industries. 


With no reconversion problems confronting the 
company, regular line production should substan- 
tially expand once the war with Japan is over, by 
reason of relaxation of restrictions and the large 
pent-up demand particularly for laundry and dry 
cleaning machinery. As a result, earnings postwar 
should better the $2.29 average level of 1942-44 in- 
clusive, and the prewar average of $.88 for the years 
1936-1939. Currently, earnings are running about 
level with the $2.00 rate of last year, which reflected 
a moderate decline from the $2.36 reported in 1943, 
mainly as the result of narrower margins on war 
orders. While reactionary tendencies in the stock 
market and existing bans on normal line production 
might cause the stock to react somewhat further 
over the near term, eventually the favorable fac- 
tors cited should reassert themselves and push the 
issue higher. Meanwhile dividend disbursements at 
the rate of $2.00 yearly afford a yield at the current 
price of close to 6%. 

AMERICAN SEATING common stock, selling over 
seven points below its high of the past ten years 


- registered in 1937, and offering close to a 5% yield 


on the current market price around 215%, has con- 
siderable long range appeal, based upon the com- 
panys postwar potentials. 

The company is a leading manufacturer of seating 
equipment for schools, churches, theatres and pub- 
lic buildings. In recent years a wide line of school 
supplies manufactured by others has been added to 
sales operations. In the prewar period from 1936 to 
1939 inclusive, average per share earnings on nor- 
mal line business amounted to $2.06. With United 
States entry into the war, production of aircraft 
parts was added, although earnings for the years 
1942 to 1944 held to an average of $2.00. With pro- 











Book 


Value 
Bae 
42.53 
American Type Foundets.................. 21.64 
. 77.10 
24.06 
20.65 
58.43 
33.62 
38.64(b) 
52.45 


Net Curr. Cash 


Assets* 

$18.52 
33.52 
12.89 
50.40 
16.64 
17.32 
37.57 
27.59 
27.74 b) 
33.90 


1936-9 


$3.72 $2.06 
20.63 88 
11.14 26 
26.34 1.83 
10.96 98 
14.44 1.48 
32.83 5.63 
17.09 86 
23.73(b) 1.52 
20.82 1.86 


American Seating ........... 
American Laundry Machine........... 


Bigelow Sanford oon 
Butler Bros. 
Chicago Mail Order 

Colts. Patent Fire Arms. ccccnc-0 
National Department Stores.......... 
Oliver Corp. (a) 

Yale & Towne 














*—After prior obligations. 


Ten Selected Stocks for Speculative Investment 
In Dollars Per Common Share 


Items Avge. Net 


def 18.59 


(a)—AIl figures adjusted for 2-for-1 stock split October 1944. 


Price- 
Recent Earnings | 
Price Ratio | 


21"/r 93 | 


1944 
Net 


1944 Div. 1944-45 


Div. Yield Price Range 
$2.30 $1.19 $1.00 46% 2474-13' 
2.00 1.00 2.00 5.6 3614-251, 35!/, 17.6 
1.60 Nil 50 3.0 19%%- 8% 16!l/, 10.1 
2.81 1.87 2.00 3.6 6134-48 55 19.5 
1.01 41 -60 a3 19Vf- 8% 18 17.9 
2.04 1.40 75 3.5 247-1534 214, 10.3 
3.75 Nil z 47'/2-32!/, 36!/, set 
3.57 Nil 75 3.4 26%-13'/, 22 6.1 
2.64 Nil 1.50 5.8 3054-23% 253%, 9.7 
2.99 84 1.00 2.7 4254-27'/2 36! 12.2 


(b)—After acquisition of Cleveland Tractor Co. 


1936-9 
Avge. Div. 
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duction and sales currently continuing at high levels, 
earnings for 1945 are expected to approximate 1944 
results. Strong financial position of the company and 
an anticipated larger level of sales and earnings 
postwar than prewar, because of the expected large 
volume of building construction and renovation, sug- 
gest substantially higher prices for American Seat- 
ing over the long term. Current reactionary ten- 
dencies in the stock market, and the already large 
rise which the stock has enjoyed, will probably hold 
the stock around present quotations over the near 
term. 


‘AMERICAN TYPE FOUNDERS capital stock has al- 
ready enjoyed an unusually large rise since it made 
its ten year low of 25 in 1941. Nevertheless, from 
a long range standpoint, the market price should 
move higher, subject possibly to some further mod- 
erate decline over the immediate future. 

After the severe contraction in earnings to $.26 
per share for the year 1938, following the favorable 
$1.04 reporting for 1937 and the 40 cent deficit for 
1930, earnings markedly improved reaching $1.96 
and $1.76 for the period 1943-1944. Results, how- 
ever, for the 12 months ending March 31 of this 
year, reflected a 25 cent contraction. Dividends 
which had not been paid since 1931, were resumed 
in 1943 on a 50 cent yearly disbursement basis. 

The concern is the largest company selling ma- 
chinery and supplies to the printing trade. In 1940 
it purchased the International Photographic Re- 
search Laboratories, marking entry into the devel- 
opment of multi-color reproduction and this year 
the Daystrom Corporation, manufacturer of plastic 
and metal furniture and plywood, was acquired. In 
addition to regular line operations, American Type 


Founders is engaged in the production of military - 


items. 

An indicated drop in war production and limited 
normal line sales during reconversion point to re- 
duced earnings in the fiscal 1945-46 period. How- 
ever, in view of the company’s entry into additional 
lines, and the large replacement demand for print- 
ing machinery, sales should register growth in the 
postwar era and earnings should better prewar levels 
as to justify considerably higher prices ultimately 
for the capital stock. 


BIGELOW SANFORD CARPET COMPANY: At cur- 
rent quotations around 55, Bigelow Sanford common 
is still selling practically 15 points below the ten 
year high registered in 1937, and 1014 points below 
the high of this year. With per share earnings in 
1937 less than half the $2.81 reported for 1944, the 
stock in that prosperity year nevertheless sold at 
693,.. 

Indicative of large earning power are the per 
share profits for the years 1939, 1940 and 1941, 
when over $6 was reported for each of the 12 
months periods. Once the company is substantially 
clear of war production and engaged primarily in 
its regular line manufacture of rugs and carpets, 
on which profit margins are larger, earnings should 
expand on the indicated high level of postwar sales 
substantially above prewar volume. 

Temporarily, however, the stock appears liberally 
priced, although selling near its net per share work- 
ing capital value, in view of the indicated contrac- 
tion of sales and earnings over the intermediate 
term. Because of inadequate materials presently, rug 
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operations and profits therefrom are restricted and 
sizable war order cutbacks are likely. 

Although the assured 50 cent quarterly dividend 
affords less than a 4% return and the stock might 
undergo further moderate reaction in the current 
unsettled market, from a long range basis the stock 
should sell materially higher. 


BUTLER BROTHERS, with distributing houses in 
seven key cities throughout the United States is the 
country’s largest wholesaler of popular priced wear- 
ing apparel, dry goods, furniture, jewelry, toys and 
hardware. About half of distribution is through two 
independent chains, Ben Franklin and Federated 
Stores. Retail activities are conducted through the 
Scott Burr Stores Corporation, a wholly owned 
subsidiary. : 

With 2300 out of the 3000 units in the Ben Frank- 
lin and Federated Stores chains now under con- 
tract to purchase all their requirements from Butler 
Brothers, whereas formerly only partial purchases 
were made, and the parent company developing a 
new group of housewares stores, company has ma- 
terially broadened its sales and earnings base. By 
reason of this and the anticipated high level of 
national income postwar as compared with prewar, 
postwar sales and earnings in the postwar era should 
substantially exceed those prevailing in the years 
immediately preceding the war. 

While earnings over the intermediate term might 
not better materially the $1.01 earned per common 
share in 1944, as the result of high taxes and mer- 
chandise scarcities, and investors therefore might § 
be reluctant temporarily to bid up the stock much 
above the current conservative price, over the longer 
term the issue should sell considerably higher in 
view of the strong finances, potentialities for earn- 
ings expansion, and the fact that current market 
quotations are fairly close to the net per share 
working capital value. 


CHICAGO MAIL ORDER COMPANY operates the 
third largest mail order business in the United 
States and is now building up a chain of retail 
stores. It specializes in popular priced wearing ap- 
parel, also selling dry goods, jewelry, toys and 
household items. 

Despite sharply higher taxes, earnings have im- 
proved steadily since the reduced showing in 1938, 
and are currently running at a level substantially 
higher than the $1.48 average for the years 1936 
to 1939 inclusive. Aided by the largest Spring and 
Summer catalog in the company’s history, sales 
should further increase this year and earnings 
should top the $2.04 reporting of 1944. Dividends, 
however, are not expected to be increased above the } 
75 cents distributed last year, because of the need 
to conserve cash for expansion purposes. 

Considering current reactionary tendencies in the 
stock market, and the tremendous rise which the 
stock has already enjoyed since its ten year low of 
314 recorded in 1941, the common might logically be 
expected to consolidate its gains for some time 
around existing levels. Ultimately, however, in rec- 
ognition of sales and earnings growth in the postwar 
era, and a per share net working capital position 
close to the present market price, quotations should 
resume their advance again to considerably higher 
levels. (Please turn to page 569) 
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TREET 


ORPORATE reports covering results for the sec- 
ond quarter and combined results for the first 
half of this year clearly reflect the continued high 
wartime level of industrial activity that prevailed in 
most lines of business during these periods. They 
also point up the fact that cutbacks in war orders 
undertaken since VE-Day had so far relatively little 
effect on earnings, mainly due to existence of sizable 
backlogs of orders which permitted a sustained high 
rate of operations. 

As a result, disposable income for dividends has 
held up strongly but with irregular earnings trends 
now beginning to make themselves felt, results for 
the first half year may well represent the high tide 
of earnings derived from war production. 

The excellent results reported thus far by leadine 
corporations are highlighted in ‘the appended table 
compiled by the National City Bank of New York. 
The compilation covering earnings reports of 320 in- 
dustrial companies issued to date shows combined 
net income after taxes of approximately $688 million 
for the first half year, compared with $615 million 
last year, an increase of 12%. The Bank comments 
that as in the case of sales, the net earnings of 
almost two out of every three companies showed 
increases. 


Second Quarter Earnings Up 


According to the same source, quarterly figures 
available from 270 companies show that net income 
after taxes in the second quarter alone was slightly 
higher than in the first, and about 12% above the 
second quarter of 1944. Obviously, as between the 
first and second quarter, the rate of increase has 
been slowing down, something that is clearly dis- 
cernible from a study of second quarter reports 
which reveals considerably greater irregularity in 
earnings trends than heretofore. 

These results, interesting as they are, of course 
hardly tell the whole story. For one part, as National 
City Bank points out, such interim earnings are fre- 
quently subject to renegotiation of Government con- 
tracts as well as to the usual year-end adjustments 
and reserve charges. Also, they fail to disclose the 
irregularity in trend that has, increasingly, marked 
second quarter results even though in the majority 
of cases, declines—where they occurred—have been 
modest. 

As for the entire half year, according to the at- 
tached table, group changes have been upward with 
only two exceptions. These were the machinery 
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TO 1945 EARNINGS 


—As Revealed by 
Second Quarter Reports 


BY WARD GATES 


group whose earnings ran 8.9% under the compar- 
able 1944 period, and the service industry group 
which registered a 5% decline. The reason is not far 
to seek. The machinery industry, as is well known, 
has long passed its war-time peak of activity but in 
its attempt to concentrate on manufacture for civil- 
ian outlets has run into considerable difficulties, 
mostly in the fieid of materials supply and a variety 
of restrictions which slowed its reconversion to nor- 
mal business. In the service industry, the decline ap- 
pears largely due to rising costs pressing against 
rigid ceilings. In individual instances, of course, 
other reasons no doubt could be cited. 


Showing of Industry Groups 


On the upside, however, some industries made 
quite a remarkable showing. Leading among the 
gainers were the textile and apparel industries, and 
the oil industry, both showing a 22.3% increase in 
earnings against last year. The food products indus- 
try was able to boost earnings by 18.4%, the electri- 
cal equipment industry by 12.7%, the iron and steel 
industry by 11.7%. Among lesser gainers were the 
automotive industry with a 7.3% advance while the 
chemical and drug industries did better by 7.0% and 
the metals products industry (a very broad group) 
by 9.4%. The miscellaneous manufacturing group 
improved its earnings by 20.6%. 

On the other hand, the rising earnings trend 
slowed markedly in the pulp and paper products in- 
dustry where the gain over 1944 was only 0.2%; in 
the stone, clay and glass group it was 0.7%, in min- 
ing and quarrying 0.1%. But wholesale and retail 
trade did extremely well, boosting earnings by 17.8% 
in reflection of continued heavy consumer sales at 
adequate margins. 


Dividend Payment Also Up 


Mirroring the on the whole excellent earnings re- 
sults for the first half year, dividend payments in 
turn held up quite well. Disbursements on common 
stocks listed on the New York Stock Exchange dur- 
ing the period increased by 5.2%, and some groups 
such as the amusement, farm machinery, garment 
industry and the textile industry showed sizable per- 
centage increases over last year’s dividend payments. 

Dividend reductions were relatively few. Of 874 
listed stocks, disbursements on only 36 were reduced, 
while on additional four issues, they were eliminated 
or deferred. Reductions occurred mainly in the ma- 


537 











chinery group (six out of 84); in the food group 
(four out of 55); in the chemical group (four out of 
69). The others were widely and thinly scattered 
over some fifteen industry groups and on the whole 
were without great significance. 

Due to a variety of factors, the composite earn- 
ings picture probably appears rather more favorable 
than the detailed industry picture where irregulari- 
ties become more apparent. There are a good many 
instances where second quarter net failed to match 
either first quarter results or those of the compar- 
able 1944 period even though deviations in most in- 
stances were fairly narrow. Also, there is the factor 
of accounting policy, of non-recurrent income, of re- 
serve policy which occasionally has led to distortion 
of actual results. This can only be brought out by 
individual analysis. 


General Motors Report 


Take, for instance, the second quarter income re- 
port of General Motors, showing net earnings of 
$50.43 million or $1.10 per share as against last 
year’s $41.70 million or ninety cents per share, de- 
spite a drop in quarterly sales to $992 million from 
$1,094 million. As it is, the June quarter net in- 
cluded a non-recurrent profit of $13.95 million from 
the sale of National Bank of Detroit stock; exclusive 
of this item, net earnings from operations would 
have been only $36.48 million or about 89 cents per 
share instead of $1.10. 

Moreover, the second quarter report charges off 
$12.85 million against retroactive price adjustments 
which may arise from renegotiation. Last year, 
$25.95 million were thus charged. This discrepancy, 
however, may well be due to the fact that previous 
deductions on this account are regarded adequate, 
permitting henceforth smaller deductions of this 
sort. No doubt, war contract pricing has tightened 
considerably, in many cases leaving far less room for 
renegotiation. 





























Net Income of Leading Corporations 
for the First Half Year 
No. of Net Income Half Year _—— Per Cent 
Cos. Industrial Groups 1944 1945 Change 
24 Food products... $40,670 $48,152 +18.4% 
15 Textiles and apparel... 6,836 8,360 +22.3 
17. Pulp and paper products... 8,650 8,667 +) oe 
30 Chemicals, drugs, ete............. 75,075 80,306 + 70 
10 Petroleum products .............. 129,061 157,881 +22.3 
8 Stone, clay and glass... 16,133 16,243 + 0.7 
28 ~—slron and steel... 75,714 84,600 +11.7 
7 Electrical equipment ......... 25,585 28,823 +127 
27 Sioenien) ts 21,832 19,879 — 8.9 
24 Autos and equipment 100,928 108,272 + 7.3 
54 Other metal products... 35,691 39,035 + 9.4 
23 Miscellaneous mfg. ........... 33,771 40,720 +20.6 
267 = Total manufacturing ......... $569,946 $640,938 +12.5 
26 Mining and quarrying... 28,492* 28,522* + 41 
18 Trade (wholesale & retail). 11,251 13,256 +17.8 
9 Service 5,129 4,875 — 5.0 
320 TOTAL $614,818 $687,591 +11.8 
Source: National City Bank of New York. 
* *Before depletion charges in some cases. 




















vised schedules will progressively reduce war output 


during the remainder of the year. Deducting the © 


proceeds of the aforementioned bank stock sale, net 
per share for the first half year comes to $1.73 
against $1.78 in 1944; inclusive of the proceeds, it is 
$1.94. 

U. S. Steel reported second quarter net earnings 
of $1.20 per share against last year’s $1.04 while net 
for six months was $2.24 against $2.27. For the lat- 
ter period, this means that the corporation covered 
its dividend with only 24 cents to spare, as against 
27 cents leeway in the same period in 1944. This 
would seem to come rather close, in view of the large 
part that war business is playing in the corporation’s 
income account. Second quarter sales amounted to 
$497 million, a decrease of some $34 million from the 
like period in 1944 but net profits were up more than 
$419,000 to $16.7 million. This apparently contrary 
showing was due to the fact that in last year’s sec- 
ond quarter, the corporation set aside $6 million for 
postwar contingencies while nothing was set aside 
this year. Also, last year, it charged against earn- 
ings $5.4 million for additional taxes which should 
have been deducted in the first quarter of that year. 
Omission of further charges for postwar reserves 
which now amount to $96 million, is due to the fact 
that these are considered adequate in the light of 
present conditions. The same policy nowadays can be 
frequently noted in corporate statements, and natur- 
ally it tends to boost 1945 net as against 1944 with- 
out any improvements in company operations. Gen- 
erally speaking, the era of heavy charges to create 
contingency reserves is largely over though a good 
many may continue the practice for a while. Natur- 
ally, charging off more or less greatly can markedly 
alter the complexion of any income report. 


Oil and Rubber Companies — 


Most oil and rubber companies have shown sub- 
stantial earnings gains so far this year; in either 
instance, demand for their products is not only un- 
diminished but continues to soar, as reflected by 
steadily mounting sales volumes. 

In the case of U. S. Rubber Co., both sales and 
earnings reached record highs, with military cut- 
backs more than offset by new contracts. Six months 
net was $2.57 per share against last year’s $1.85, and 
sales came to $268 million versus $219 million. The 
higher net was achieved despite a $10.5 million boost 
in taxes. 

Among the oil companies, Phillips Petroleum for 
the first half year netted $2.96 per share against 
$1.83 but the former figure included 76c non-recur- 
rent profit from sale of the company’s holdings of 
Panhandle Eastern Pipe Line Co. stock and from 
sale of 2,046 motor fuel tank cars. Despite increased 
income, taxes were somewhat lower than last year 
the result of a boost in depreciation and depletion 
charges from about $14 to $20 million, a fact which 
highlights the preferred tax position of the oil indus- 
try. Capital expenditures for the six months were 
$33.57 million, the bulk thereof spent for further en- 
largement of the com- (Please turn to page 564) 


Incidentally, General Motors’ backlog of unfilled ” 
war orders during the second quarter declined from — 
$3,690 million to $2,520 million, due to cutbacks and — 
cancellations, and according to the management, re- | 
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2 maintain a satisfactory dependable income from 
security investments and to protect—if not en- 
hance—capital values in face of constantly changing 
conditions has always been a primary investment 
consideration. In these times of rapid and frequently 
profound shifts in outlook—with often incisive re- 
percussions on investments—the need for watchful- 
ness hardly requires emphasis. More than ever, in- 
vestors must be alert, must keep posted on trends 
and developments to guard against risks and take 
advantage of opportunities. Methodical review and 
judicious stock-taking is indispensable for invest- 
ment success. 

Equity values are never static. Even under nor- 
mal conditions, changing circumstances can affect 
the investment status of securities in an entire in- 
dustry. This is doubly true today as we head into 
the decisive economic changes inevitable as the after- 
math of the ending of the war in Europe—as we 
must begin to give serious thought to what lies 
ahead when global peace is restored. To keep in- 
formed and prepared against contingencies has al- 
ways paid off. It will be no less so in the months 
ahead that mark our final passage through war to 
peace. 

It is to serve this need for watchfulness that the 
Magazine of Wall Street presents its Security Re- 
Appraisals and Dividend Forecasts at six months 


PART Iti 


Prospect and Ratings for Oils, Steels, Non- 
Ferrous Metal Shares and Office Equipments 


intervals in addition to its regular coverage of eco- 
nomic and industrial developments of importance to 
investors. To make ths service of maximum useful- 
ness to readers who collectively own shares in many 
hundreds of corporations, and especially to permit 
convenient comparative evaluations of holdings, we 
have endeavored to present as concisely as possible 
the most pertinent information and ratings on the 
maximum possible number of companies. Each tabu- 
lation is preceded by an amply extensive analysis of 
the position and prospects of the respective industry. 
When studied jointly and carefully, we believe that 
the material offered constitutes the most practical 
and useful “‘bird’s-eye” view that can be devised. 

The key to our ratings of investment quality and 
current earnings trend of the individual stocks—the 
last column in the tables, preceding comment—is as 
follows: A+, Top Quality; A, High Grade; B, Good; 
B—, Medium; C+, Fair; C, Marginal; while the 
accompanying numerals indicate current earnings 
trends thus: 1—Upward; 2—Steady; 3—Down- 
ward. For example: Al denotes a stock of High 
Grade investment quality with an Upward current 
earnings trend. 

Stocks marked with a W in the tabulations are 

‘ recommended for income return. Issues regarded as 

having above average appreciation potentials are de- 
noted by the letter X. 
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Divergent Trends in Steel 


Almost a quarter million pounds of steel being forged into a giant turbine rotor shaft. 





U. S. Steel Co. Photo 


BY STANLEY DEVLIN 


A three and a half years of record breaking 
production for war, the steel makers, most im- 
portant industry in our economy, now face a long 
anticipated contraction in military requirements, and 
during a gradual transition into peacetime opera- 
tions for the remainder of the war naturally will 
have plenty of problems to solve. 

While net earnings during this interim period may 
continue the current general downward trend, the 
prospect is that postwar volume will reflect the ex- 
pected upsurge in construction activities and above 
average production of consumer durable goods, both 
so dependent upon steel in its manifold forms as a 
basic material. Over the longer range, the cyclical 
barometer thus points to volume above prewar, and 
granted such volume, earnings potentials during the 
immediate postwar years appear encouraging. In- 
deed, in selective instances, the prospects might be 
termed bright. 

The steel industry is so broad in definition and so 
varying in the character and structure of its com- 
ponents that generalities assume minor importance, 
but it is significant that as a corollary to the vast 
industrial expansion during thirty years prior to 
1930, the steel makers as a group made a profit in 
every year. Quite evidently steel is the “straw in the 
brick” for most major production activities. 


Cyclical Character 


True, the industry is acutely sensitive to cyclical 
appearance of general business inertia such as fea- 
tured the early years of the last decade, but even in 
that instance, resumption of profitable operations 
was not long delayed and with considerable fore- 
sight, expansion of facilities was rapidly undertaken. 
During war years, the industry will have spent 
$1,310 million for further expansion up to the end of 
the current year, besides which the Government has 
invested an almost equal amount, $1,095 million, in 
additional modern facilities. With production pro- 
gressively soaring to an all time peak in 1944, net 
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profits inversely tended downward under the com- 
bined impact of taxes, price ceilings, and rising costs 
of materials and wages, with the result that average 
net per share has been markedly less than in 1940 
and 1941. 


What About Over-Capacity? 


Main questions now in everyone’s mind are those 
involving profitable operation of hugely expanded 
plant capacity, and to what extent and how long the 
current squeeze on profit margins induced by official 
price limitations is to be expected. Indubitably dom- 
estic and foreign demand will for several years take 
up the slack of fading military requirements to a 
considerable extent, probably sustaining postwar vol- 
ume at substantially higher than prewar average 
levels, but that adjustments in taxes and price con- 
trols will be needed to assure reasonably profitable 
operations appears equally certain. While all of these 
problems loom large and are the subject of wide- 
spread current debate, their importance in the trans- 
cendent program of high level employment, as well 
as cool reasoning, should point to an ultimately satis- 
factory solution, given a little time. If industry as 
a whole is to prosper, as all hands agree, its basic 
segment, steel, certainly will be no laggard. 

At the end of 1944, over-all capacity of the indus- 
try to produce steel ingots and castings was approxi- 
mately 95.5 million tons, an increase of about 12.5 
million tons compared with 1940. Of this total, about 
7 million tons capacity is Government-owned or 
financed, including the huge Western plants at 
Geneva and Fontana. Ultimate disposition of these 
is not yet determinable, and their long term profit- 
able operation a much debated question. Eastern 
steel experts claim their ability to compete success- 
fully with these Western mills even in California 
markets, due to inescapable cost differentials. 

In any event, combined scrapping of some Gov- 
ernment-owned plants and private facilities now con- 
sidered obsolete is likely to reduce postwar total 
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POSITION OF LEADING STEEL AND IRON STOCKS 


In Dollars per Common Share—————— Price_ I nvest- 
Book 1936-9 1944 Est. 1936-9 1944 Earnings ment COMMENT 
Value Av.Net Net 1945'Net Av.Div. Div. Ratio Rating 


“Acme Steel (b)...... 18.05 1.61 2.06 2.00 98  1.20(c) 13.3 82 Largest producer steel strapping. Postwar outlook 


bright and no reconversion problems. Dividend after 
recent three for one split-up likely to continue. 





X Allegheny Ludlum 24.94 1.18 2:71 2.40 94 2.00 11.4 Specialist in alloy steels, expecting large postwar de- 
Steel mand for its products, several newly developed. Cut- 
wool ree backs reducing volume slightly but dividend secure. 





X Amer. Rolling Mill... 35.24 ¥:23 1.06 1.00 99 80 19.7 Important supplier sheet steelfo automotive and other 
. consumer industries in pea€etime. Strong finances. 
Moderate volume decline impending but dividend 

appears safe. 





™ od 4 . J i 4 C+1 Cutbacks in shipbuilding likely to reduce volume as 
Sheen Stoel simi able 8.0 VJ day approaches, but dividend safe for 1945. Pros- 
ects enhanced by integration and sound finances. 


~ Byers, A. M. _. 39.49 defl.79  1.87Se 1. il 50 9.0 C-+3_ Leading maker wrought iron pipe, with declining vol- 


ume trend and tight squeeze likely on earnings. No 
further dividend probable. 











> alin Fuel & es: 50.19 4 2.97 te. 4: 5 . | E C+] Third largest rail maker, completely integrated. Merger 
z a with Wickwire Steel enhances diversification. Postwar 
outlook favorable. Near term dividend stable. 











Continental Steel 62.81 7 - : z J i ‘ C+2 Small non-integrated producer semi-finished and fin- 
ae ished steel products mainly for agricultural markets. 
Good earnings, dividend record. Dividend should hold. 





9. Photo Crucible Steel 7 98.10 P ' : 4 i q 85 C+3 Dominant in manufacture of tool and stainless steels. 
MG ete wy Temporary decline in profits possible but not likely 
to affect near term dividend payments. 


* ie City Steel 34.76 J 3 ; 59 52! 25.7 C+3 Producer of flat rolled steels, with diversified markets. 
Declining demand armor plate clouds near term pros- 


pects. Reduced dividend possible. Postwar outlook fair. 











Xialead Stee! . 16.97 ; ‘ : ’ 450 14.7  B2 Specialist light steel products, well integrated and 


with large postwar demand indicated. Near term tem- 
porary profit dip probable but not threatening $1! 
quarterly dividend. 





Interlake Iron % 24.47 : J : , 2 19.1 C+2 Largest producer merchant iron with additional chemi- 


cal interests. Prewar earnings erratic and only moder- 
ate since. Declining sales prospects render full 
dividend maintenance uncertain. 





Fourth largest steel producer facing transitional vol- 






































those — , Laughlin 9 def4.39(a) Cc+3 ume decline and net limited by rising costs. Substan- 

nded § tee ~ Fe Ort.s7\G tial prior charges a medium-term dividend factor. 

a h Postwar outlook good. 

_— 7 Keystone Steel & Strongly financed maker ee wire products, with 
Wi 15.29 1.94Je C+2 Minor reconversion problems. Some dip in near-term 

dom- we ........ aes : profits likely but no change in dividend probable. 

tak Good outlook in postwar. 

>} Take ees Boom i wae e ‘ 

H i é E : Integrated, fifth largest steel maker, well entrenched 
toa X National Steel ..... - 79.11 F 4.87 8 in automobile territory. Good past and present record 
Yr vol- favor dividend. Postwar prospects warrant confidence. 
+ 5 Ni 4 ; Ranks third in steel industry. Well integrated with 
erage Republic Steel ............ 44.24 - F ‘ C+2 diverse output. Enlarged facilities and ample working 
> con- capital enhance outlook. Dividend appears safe. 
itable FF xX athe lron & Steel... 10.44 4 ; P i F 9.9 C+2 !mportant maker stainless steel. Finances strong and 
these : postwar prospects brightened by growing demand for 
wide this special steel. No change in dividend. 

" J Non-integrated producer strip steel with normal mar- 
Yans- Sharon Steel .............._ 33.08 C+1 kets broadly diversified, among makers consumer dur- 








; well ables. Outlook promising and dividend secure. 
satis- ff Superior Steel . 99.93 ; i 4 i . 9.1 C+3 Small maker strip steel and alloys. Earnings and with 
it Pee automotive industry chief customer, medium postwar 
ry as § prospects favorable. Dividends rate safe. 








basic 

















XU. Ss Pipe & Founiliy 40.87 : 4 i : 1.60 17.6 C+2 Leading maker cast iron pipe; controls Schloss-Shef- 
field. Prospective building boom promises to sustain 
hee. past fair earning capacity. Dividend secure. 

;_ iC. ¢ ; ¥ i : i 3 C+2 Fully integrated and dominant concern in steel field. 
IYOX1 XU. S. Steel Temporary transitional decline in business ahead but 
F $25 ; widely diversified postwar demand enhances pros- 
about | pects. Dividend should be maintained. 
ad or X Wheeling Steal... i . 1 |: ; 4 : C+] Large producer light steels, including sheets, strip, tin 

plate. With minor reconversion problems and strongly 
ts at indicated postwar demand, medium term prospects 
tunao favorable. Dividend amply earned. 

+ , ; A H J A Low cost producer pig iron, largest in South. Earn- 
rofit Woodward Iron ings, except in depression years, well sustained. Long 
stern term outlook good. Current dividend well assured. 





ccess- Youngstown Sheet & Sixth largest steel maker, integrated and with output 


z largely centered upon flat rolled products and pipe. 
fornia eee eres . 98.14 3.93 4.25 3.80 : . : Near term earnings likely to decline but postwar a 
pects favorable. % dividend should continue. 


Gov- (a)—Before merger with Otis Steel. 'b)—Adjusted for 3-for-1 split in April 1945.  (c)—Adijusted rate; paid $3.50 on eld wad. 
V con- 


total 
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capacity to under 90 million tons, and as actual pro- 
duction is traditionally lower than peak potentials, 
output is likely to settle down to a level around 70 
million tons or perhaps even 65 million. As during 
the twenty years following the first world war, there 
were only eight years in which steel production ex- 
ceeded 70% of capacity, the estimates given appear 
conservative, considering the large amount of world- 
wide deferred demand. 


Demand Prospects 


Strongly supporting expectations that latent de- 
mand will engage steel capacity to the extent men- 
tioned is the fact that since 1942 practically none of 
the thousands of consumer durables fashioned of 
steel have been produced, and that enormous 
amounts of private funds will be available to satisfy 
long inhibited desires. Almost as astronomical as out- 
lays for war are the estimates of prospective volume 
for the makers of automobiles, refrigerators, radios, 
household appliances and innumerable other dur- 
ables, additionally bolstered by a prospective huge 
private and public building program, not to mention 
reconversion and expansion plans of industry which 
according to latest reports may involve expenditures 
topping $9 billion. 

Distribution of orders to acquire steel for these 
multiple requirements will affect individual segments 
of the industry in varying manner, but the insistent 
pressure upon makers of sheets and other light steels 
may well sustain. their production not much under 
wartime levels while the postwar boom lasts. Pro- 
ducers of heavy steel, on the other hand, will prob- 
ably suffer substantial contraction in volume, with 
military requirements for armor and ship plates 
come and gone. While it is impossible to estimate 
with any exactitude the steel tonnage which will be 
needed to fill the indicated void plus accruing de- 
mand—nor can heavy foreign requirements yet be 
accurately tallied—chances of the steel makers to 
keep extremely busy at well above newly established 
break-even levels are more than bright. 

In judging profit potentials, a good many impon- 
derables cloud the picture, but on the other hand the 
abnormal squeeze upon wartime profit margins is 


almost certain to experience relief in some form. 
Since 1940, wage costs in some cases have risen 
about 40% whereas price ceilings for steel, with the 
exception of some minor rises, have been rigidly held 
to 1942 levels. While this adverse factor is applicable 
to the entire industry, the rise in material costs has 
hit the smaller and non-integrated producers espe- 
cially hard, and they are currently on the heels of 
OPA for further upward price revisions. Price relief 
to date, they claim, is hardly a fifth of total cost in- 
creases forced upon them since 1939. As the trend of 
wage costs is likely to rise still further in the future, 
some further adjustment of ceiling prices may well 
be in the offing. 

More promising to management and investors eye- 
ing net earnings is the prospect of tax relief, for 
many of the steel makers are heavily in EPT brack- 
ets, with earnings both restricted and protected by 
provisions of the wartime tax law. Under the dual 
impact of rising costs and heavy taxes, the percent- 
age of earnings on investment fell progressively 
from 8.1% in 1941 to 4.7% in 1944, or considerably 
below 1937 when steel output was 37% lower. How- 
ever, the tax cushion, with its carry-back provisions, 
will tend to stabilize net returns of the industry if 
and when volume and operating profits contract dur- 
ing the approaching transitional period. And measur- 
able relief from EPT at the conclusion of hostilities 
will widen profit margins for many a steel concern, 
importantly offsetting any advance in the level of 
operating costs. Just how substantial this factor may 
prove can be judged by EPT payments per share of 
the following companies in 1944: Acme Steel— 
$16.33, Bethlehem Steel—$33.69, Crucible Steel— 
$41.04, and Superior Steel—$12.65. EPT payments 
of numerous other steel concerns were significant al- | 
though not quite so large on a per share basis. : 


Earnings Gains in First Half Year 


On the basis of first half of 1945 earnings reports 
thus far reported, results of the industry continues 
to compare favorably with the preceding year, al- 
though interim results are no reliable index to full 
year expectancy. The majority of concerns thus re- 
porting show relative gains in net compared with the | 

similar period in 1944, some of them [ 





STEEL STOCK GROUP VS. 290 STOCKS 


MONTH END CLOSINGS 


quite sharp. In a few cases importantly 
affected by military cutbacks, earnings 
dipped. As for “Big Steel,” volume de- 
clined only 2.4% and per share net for 





the half year fell slightly to $2.24 from : 
$2.27 in 1944. This leader reports little [ 
change in its backlog of orders as a re- [7 





= 100 


290 STOCKS 


sult of cancellations. Before the year 
ends, of course, this circumstance could 
be radically altered, depending not only 
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on further cutbacks but also upon the 
extent that civilian orders flow in to 
take up the slack of declining war busi- 
ness, and this applies as well to all con- 





St of 7 
ie « GRouP 
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cerns in the industry. A near-term drop 
in volume and profits is strongly indi- 
cated. 
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945 Readjustment of steel makers to reg- 
ular production will create varying prob- 
lems for the different branches of the 
industry. Mak- (Please turn to page 564) 
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: Moe! “srowth” indus- 


OILS 


BY 
GEORGE W. MERTON 


_d 
tries have been popular q 4s 
marketwise at various times , 
but unless growth in output 
and sales finds reflection in 
larger net earnings, such 


| groups eventually lose their 
' glamour. This has happened 
' to a number of industries . 


such as the chain stores, 
utilities, banks and others. It has been a prominent 
factor in holding back the oils, proving once more 
that well-maintained profit margins are more impor- 
tant than mounting gross, as far as stockholders are 


» concerned. 


The oil industry is probably, next to the electric 


industry. Domestic production of crude was nearly 
four times as large last year as in 1920, while the 


» output of electricity was five times as great. During 


the twenty-four year period, electric production de- 
clined in only five years, oil production in six (1924, 


| 1930-1932, 19388 and 1942). The utility industry’s 
| major trouble has been the rapid encroachment of 


taxes, plus a constantly declining price for the prod- 


» uct. The oil industry has had less trouble with taxes 
» —its major trouble has been the result of over- 
' vigorous, uncontrolled growth, cut-throat competi- 
| tion, and price-cutting, and irregular or declining 
| profit-margins. 


Effect of Taxation 


The oil industry has, it is true, felt the effects of 


vear i heavy taxation but this has been disguised because 
. ' much of it is “passed on to consumer.” Nevertheless, 


such tend to affect consumption. In 1919 the average 


: tax on a gallon of gasoline was minimal —0.06 cents 
| and the average price of gasoline 25.41 cents. In 1944 


the price of gasoline had dropped to 20.59 cents, but 
the tax included in the price had jumped to 5.97 
cents. Thus in 1944 the oil companies had to add 41 
percent to their selling price to cover the sales tax 
while in 1919 only a fraction of one per cent was added. 

In addition, many oil companies have had to pay 
large amounts in income taxes. Standard Oil of New 
Jersey last year paid $156 million, for instance, 


| about 42 percent of its taxable net income. However, 


the industry as a whole has been in a relatively 
favorable position with respect to excess profits 
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Roughnecks attach a drill bit to the drill cellar. 


Now 
AND IN THE 
Postwar 


taxes, due to the heavy 
fixed investment, substan- 
tial charge-offs for deple- 
tion, foreign losses, etc. 

On the operating side, the 
industry has considerably 
improved its efficiency over 
the past two decades. The 
average production per well 
per day increased from 7.4 
barrels in 1926 to 11.2 barrels in 1944, a gain of fifty 
per cent. In 1927 the estimated cost of producing a 
barrel of crude oil was $1.16 while in 1941 the cost 
was 74 cents, a decline of 36 percent (costs have 
since increased somewhat due to war conditions). 
However, these gains were largely offset by lower 
prices for oil. The average price of mid-continent 
crude dropped from $1.69 in 1924-5 and $1.98 in 
1926 to $1.02 in 1940 and $1.17 in 1942-44 (where it 
has been stabilized during the war)—a net decline 
in two decades of about 31 percent. 


Standard Oil Co. (N. J.) Photo 


Competition and Prices 


It seems obvious that the pressure of competition 
in the crude oil industry (particularly in periods of 
flush production from important new fields) has 
forced profit margins into an irregular or declining 
trend. (This pressure has now been relieved, but 
OPA ceilings and other regulations retard the recov- 
ery in profit margins.) Users of oil products have 
been the principal beneficiaries of low production 
costs. However, oil producers generally have prob- 
ably been in the red only in the years 1931 and 1933, 
when crude oil prices were around 63 cents a barrel. 

Somewhat worse conditions have prevailed in the 
refining section of the industry. The price realized 
by retailers of gasoline dropped from 29.74 cents in 
1920 and 20.97 cents in 1926 to 12.75 cents in 1940 
and 14.62 cents in 1944. The gross profit margin per 
barrel for refineries dropped from 65 cents in 1928 to 
34 cents in 1930, then gradually recovered to 50 
cents in 1940 and 65 cents in 1942. The refining in- 
dustry was probably generally unprofitable in the 
periods 1930-34 and 1938-40 (55 cents profit margin 
per barrel is considered about the break-even point, 
without including interest on investment). 

While the producing end of the business has been 
generally profitable and the refining business irregu- 
larly so, the marketing division was probably the 
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most competitive in the decade preceding the war, 
sustaining the largest losses. This was because many 
of the large companies wanted to push their brand 
names, and the idea of building up chains of gaso- 
line-filling stations developed in the wake of the 
chain stores, which were so popular in the 1920’s. 
While the war with its resulting labor shortages 
and oil and gasoline rationing has automatically 
relieved this situation, there may be a recurrence of 
over-competitive conditions in the post-war period. 
The number of service stations doubled in the dec- 


ade ending 1939, while the increase in sales was only 
about 60 per cent. However, in time this situation 
will correct itself; some marginal stations closed 
during the war may not be reopened. Data are not 
available to appraise the trend of marketing profits 
and losses, but the consensus of opinion is that many 
companies have conducted these operations at a loss. 
Doubtless many large companies have considered 
such losses as a necessary expense or investment in 
connection with their producing and/or refining 
operations, because of the better prices obtainable 











Working 
Capital Book 
‘$ mill.) Value 


Net Curr. 
Assets* 


In Dollars Per Common Share Price 
1936-9 
Av. Net 


Position of Leading Oil Companies 





Invest- 
1944 Estimated 1936-9 1944 Price Div. Earnings ment 
Net 1945 Net Av. Div. Div. About Yield Ratio Rating 





Amerada Petroleum $8.566 $32.87 $10.87 


45.675 74.54 Nil 





X Atlantic Refining . 


$2.30 $6.70 


$7.00 $2.00 $3.00 112 267. 16.7 Bl 





1.50 48 





Barnsdall Oil 5.498 9.89 2.47 





“X Continental Oil 30.132 «27.80 6.13 





3.9 





~~ Gulf Oil ... 111.586 46.37 7.00 





FY 





Muntle OF __. _. 82299 22.06 2.20 


3.4 





35.820 39.25 19.27 


x Mid Loatinent Pewcloun 


Die 





W Ohio Oil " 30.633 15.95 2.99 


Si7 





Panhandle P.& R. «B64 3.52 Nil 





X Phillips Petroleum 30.752 46.88 Nil 


4.0 





10.50 Nil 


Plymouth Oil a 856 


4.7 





Pure Oil i” . 40.060 


27.71 i Nil 


"Seaboard Oil 3.452. 82 


19°~—«#B2 


BY, 3.9 





“X Shell Union Oil 114.097 20.23 2.23 


27.5.5 





~ Sinclair Ol . 92.255 24.75 2.01 


67 «15%, 4.3 





Skelly Oil. _ 11541 6232.—«1.58 





Socony Vacuum 280.510 23.47 5.21 


1.75 47 ay 


75 15! 4.8 





” Seanderd Oil of ladiene. _ 181.904 


"X Standard Oil of N. J.. 


W Standard Oil of Califarnia. 122.616 48.01 635 2.14 
51.82 9.67 2.70 
697.078 55.54 7.11 3.88 _— 


X Standard Oil of Ohio (a). 24.173 31.25 Nil 1.69 


2.00 42'/. 4.7 


377. 4.0 





59, 4.2 


5.0 





“4 Sun Oil Co. 59.254 


43.66 4.99 2.73 





176.565 


55.08 4.62 3.58 


4.85 





Tidewater Associated Oil... 49.971 


21.49 Nil 1.36 


2.43 





X Union Oil of California 34.357 


32.66 Nil 1.68 


1.91 2.20 








*_After prior obligations. 


(a)—Per share figures adjusted for 2!/2-for-1 split in April 1945. 
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for nationally-known brands of gasoline compared 
with the lower prices for unbranded gas, or brands 
less well-known. Most of the big oil companies are 
both producers, refiners and marketers and the losses 
incurred in marketing are considered an offset to 
profits in other divisions. Doubtless this over-com- 


regulations which interfere with new drilling. While 
the industry was decidedly overbuilt in the 1930’s—as 
a result of the competitive struggle (due principally 
to excessive production in East Texas), this situa- 
tion is gradually being adjusted and stockholders are 
getting a better break. We have already noted that 


due to the rather generous statutory allowance for 
depletion, the industry’s federal tax load has not 
been as burdensome as that of the utilities and some 
other industries. The charges for depreciation, deple- 
tion and retirements (Please turn to page 562) 


petition in marketing facilities reflected a secondary 
phase of the earlier competition in production and 
refining. 

But the oil industry is now doing well despite the 
pegging of oil and gas prices, rationing, and various 











Comment 











With cash items over twice all debts, company is well situated for continued active development program. Accounting conservative, depletion charges very 
heavy, permitting tax savings. Stock sells high in relation to earnings and dividends due to anticipated growth. 








Originally part of the old Standard Oil Trust. Has aood dividend record. Due capital leverage plus war changes. earnings in past decade erratic but im- 
proving. 1945 earnings, however, downtrending due large depreciation charges, other factors. Dividends appear stabilized at $1.50 rate. 





Financial "position improved in recent years but stock still rated in speculative group. Earnings and dividends somewhat erratic, and yield below average, but 
substantial reserves (including South American acreage) afford longer- term enhancement opportunities. 











Medium-sized integrated unit, Continental has shown good recovery from unfavorable 1930's. Indicated $1.60 dividend rate affords fair return. Depletion “charge 
heavy, cash Position good. Crude oil Position and efficient refineries warrant ex rectations of sound future growth. 





The company reflects conservative Mellon m management, has more than an acre of oil reserves for each share of stock, with important Venezuelan interests. 
Operations are broadly diversified, including substantial sulphur interests. Present $2 dividend rate seems dependable. 





Old-line company controlled by Standard Oil interests, with principal emphasis on production. Benefitted by war; depletion charge somewhat low in relation 
to net. Stock has investment merit, but yield not Particularly attractive. 


Smaller unit with well- diversified business. Earlier record poor, but earnings ha ve gained sharply during war. Cash position strong and year- -end. dividend might 
well be improved over last year’s $1 rate. Stock seems reasonably priced in relation to current earnings and dividends. 














This medium priced issue offers attractive yield, due perhaps to former somewhat erratic record of earnings and payments. Company has strong position in 
the crude oil division. Prospects good as long as crude oil prices remain firm; cash Position e1 excellent. 








low-priced stock with poor earnings and dividend record. Financial position fair. Principally 4 engaged in in refining and marketing. Stock options and purchase 
agreements, extended to officers or others, detract from speculative interest. 





Important independent with good record. Largest producer of natural gasoline and bottled gas, 
acreage. Heavy charge-offs, $2 dividend rate well established. Has further growth possibilities. 





also important in carbon black. Substantial undeveloped 





Small Texas producer with stable earnings but slow growth. Financial position satisfactory, though cash is small in relation to assets. Company has good reserves 
and recent discoveries have been favorable. Stock returns about an average yield and dividend is conservative. 











Leverage issue with ‘— wartime earnings. Company is a medium sized, complete oil unit with substantial ‘crude reserves, including undeveloped con- 


cessions in Ve improved. Price earnings ratio relatively low. 








share earnings have remained somewhat disappointing but this is explained by increasingly heavy charge-offs which last 


Despite increase in gross business, 
increased earnings indicated. 


yerr exceeded $5 a share. Texas Company has one-third interest. Substantial reserves per share, 





Important California and Middle West producer and nationwide marketer. Despite substantial write-offs, company pays large income taxes. Earnings have 


chown good wartime gains with dividends keeping pace. Stock offers attractive yield. 





Large independent, with 85% interest in Venezuelan Petroleum. Sizeable cash position, but fair-sized long-term debt gives stock leverage position. Earnings 


reflect wartime prosperity, earlier record less favorable. $1 dividend, affording above-average yield, well covered by current earnings. 





Medium sized well-integrated company. Relatively moderate charge-offs have permitted substantial gains in reported share earnings. However, « dividends have 
been held to conservative levels and might be increased from present $2 indice ted rate. 





Big Standard Oil unit with worldwide reserves, and refining capacity second only to Standard Oil of N. J. Very large cash position. Wartime benefits from 
South American interests probably offset Orient losses. Large number of shares has kept stock in low-priced bracket. Yield fair, and the stock has post-war 
appreciation possibilities. 





A major war beneficiary. Company has big reserves, estimated at 85 barrels per share of stock. Cash position strong, earnings and dividend. record excellent 
(payments since 1911). Present $2 rate expected to continue, affording 5% yield. 


Important Middle West refiner and marketer. 
easily be improved. Yield about average. 


“e S. . leader v with assets of nearly $2!/ billion. Widely “diversified reserves in U. S., South America and elsewhere. Share earnings improving despite foreign 
losses; cash position impregnable Dividends since 1882 and $2. 50 rate might well be’ improved in postwar period. 





Sound financial position. Dividends since 1893, and present conservative $1 regular rate (with extras) could 








Rapid ‘growth in assets and revenues, but decline in operating ‘profit: margins has held share earnings in $2-$3 range (on present stock). Attractive 5% yield 
from $1 dividend (indicated rate after 2'/2-for-| split- “up). 

Important, highly aggressive independent whose assets have nearly tripled since 1929. Heavy write-offs in relation to net. Sound financial position, + though 
od position is moderate. Cash dividends since 1903, with occasional stock distributions. About one-quarter of current earnings from shipbuilding. Dividend 
safe; may pay extra. 











Large independent, with heavy cash backlog. Depletion accounting conservative. Jointly with Standard ‘Oil interests, “has big South American and Arabian 
holdings; latter may prove important in postwar period. Dividend appears secu re; fair yield. 





Medium sized unit with well-diversified operations, including some foreign distribution. Crude reserves are estimated at 64 barrels per share giving reasonably- 
priced stock inflation hedge characteristics. Dividend secure; good yield. 








Second largest Pacific Coast ‘company with conservative accounting policy; beneficiary of Jap war. Crude reserves heavy (estimated around 84 barrels per 
share) and largely low cost. Acquisition of Paraguayan oil rights may prove important. Dividend secure. 
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i aealge tenged knows, or should know, that the out- 
look for the non-ferrous metals producers is 
“fraught with uncertainty.” That is what the stock 
market has pretty consistently reflected in its ap- 
praisal of the stocks throughout this bull market to 
date. They were “war babies” during the First 
World War, when prices of metals were permitted to 
soar—but not this time. Yet to call them “orphans” 
of the bull market which has accompanied the Sec- 
ond World War, at least since the spring of 1942, 
would be to some extent an exaggeration. 

Taking the average market prices of 1935-1939 as 
a base for comparison, at the highs made around 
mid-year an index of representative copper stocks 
was roughly 23% behind the composite level for in- 


TRAVIS 


ity, cheap money and continuing general bull market 
is correct. And since they have not been strongly 
“bulled,” there can hardly be a top-heavy speculative 
position in them to be shaken down in the current 
intermediate corrective phase. Indeed, it would not 
be surprising if the better-grade issues continued to 
hold up better than the general market, if only for 
essentially technical reasons. The low-priced metals 
always have broader than average price swings and, 
despite the absence of a big public speculation in 
them, it will take only a dribble of liquidation, in the 
absence of confident demand, to put them lower. 
What’s the matter with the outlook for non-fer- 
rous metals? On a longer-term basis, is the stock 
market probably over-pessimistic in its attitude to- 





dustrials, while lead and zinc stocks 
lagged by about 18%. Thus they are be- 
hind the market, as they should be, but 
they are not by any means as low as most 


COPPER & BRASS GROUP, NON-FERROUS METALS GROUP 


VS. 290 STOCKS 


MONTH END CLOSINGS 





of them have been at various times in the 
past when the trouble was with the gen- 
eral market, rather than centering diver- 





gently in the metals outlook. 

To cite a few examples, even after con- 
siderable recent reaction, American 
Smelting at this writing is about 40% 





above its 1942 low, Anaconda 48%, Ken- 
necott 42%. The most speculative issues 
—those of high-cost, marginal producers 
—are down very sharply from their highs 
but are relatively further advanced from 
past lows than are the leaders. 
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Of course, there is no good reason to ASOW 
expect these stocks to revert to bear 
market prices—if the promise of several 


years of excellent postwar business activ- 


1939 
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POSITION OF LEADING METAL STOCKS 


———_———_ In Dollars Per Common Share ———————— Price __Invest- 
Book 1936-9 1944 Estimated 1936-9 1944 Earnings ment COMMENT 
Value Avge.Net Net 1945 Net Avge. Div. Div. Ratio Rating 


Aluminium, Ltd. $128.86 $13.91 $14.14 $13.75 $1.06 $8.00 —°7.1._~—=«&B3_Dividend probably secure for near term at 


$2 quarterly, uncertain for longer-term. 
Big shrinkage in volume coming. Leverage 
will work against the stock. 








Aluminum Co. of Loss of monopoly position and postwar 
America surplus metal problem make longer out- 
ee ee eo a : : i : : . look of this well-managed company uncer- 

tain. Dividend prospect uncertain. 








American Metals, Ltd....... 3 : F y R ‘ Aided by large holdings in low-cost for- 
eign copper and lead properties. The 
$1.25 dividend appears reasonably secure. 








American Smelting & Position more flexible and diversified than 
Refinin most in metals. Should again pay $2.25 
0) GEER ‘ , . . . total divs. this year. Unlikely to regain 

: former earnings levels. 








American Zinc, Lead & This is a marginal company, likely to re- 
Smeltin . . vert to deficits or very low earnings. This 
2 5 : ’ . year's token div. should be framed. it's 
unusual. 
Financial status has been largely improved, 
but company subject to the copper indus- 
try's many and deep uncertainties. The 
$2.50 div. sure next few months. 





Anaconda Copper ........... 





Earnings trend unimpressive. Company sub- 
ject to potential political pressures in 
Peru, though past div. record good. 


Cerro de Pasco Copper..... 





X Climax Molybdenum i E i Fi Z q Long term prospect hopeful after postwar 
surplus problem is met. Present earnings 
‘ probably somewhat above normal. Div. at 

50 cents quarterly should continue. 


» Photo 























Eagle Picher Co................. 4 3 1.38 P : i : Mining properties largely written off; fab- 
ricating prospects hopeful. Div. at 60 cents 
annual rate likely for foreseeable future. 

Howe Sound 2 ncccmcmennue 1.77(a) ; ; , I Earnings and div. are much below prewar, 

; due to restricted operations and higher 
arket — aarp y anc _ term recovery 
¥ ikely, but not promptly. 
ongly FF ike 
lative | Inspiration Cons. Copper... 26.18 1.34(a) ‘ i ‘ ; Ore Test - grade, rg hey ag dubi- 
; ous. The iv. was sired by the war, is 
rrent a doubtful in peace. Stock unattractive. 
d not § International Nickel .......... 16.80 5 1.71 : i : : Is low-cost producer, favored by U. S. 
ed to § — Lane Despite coming surplus prob- 
, ; em, outlook is among best. Maintenance 
"4 for i of 40-cent quarterly div. indicated. 
.etals W Kennecott Copper ; 3.11/a) 3.59(a) 3.30 i ; ’ One of most efficient producers. Finances 
and : : strong. But earnings trend is moderately 
ad downward. $2.50 div. likely again this year, 
On. In but unlikely thereafter. 
n the Magma Copper ...ccncnn a » 2.60(a) .94(a)* 1.50 E 4 2 The longer range outlook is unimpressive 
. unless new, lower-cost properties can be 
. developed; but the $I div. may well con- 
1-fer- tinue as policy is liberal. 
stock a Miami Copper .42'a) .96(a) 95 ‘i : 1 The normal position is marginal and the 
le to- & outlook is uncertain, despite lower-cost 
production from the new Castle Dome 


property. The 50-cent div. is questionable. 





New Jersey Zinc ..............Not Avail. : 2.70 ; i : } Strong company, with good record. $3 div. 
not covered by stated earnings, but no 
doubt covered by cash intake. 





W Phelps Dodge .................... . 33.40 : ‘ A : : : A good low-cost, exclusively domestic pro- 
ducer. The stock's moderate price reflects 
industry-wide uncertainty. The $1.60 div. 
should continue for the foreseeable future. 





Reynolds Matale <.......... 19.63 ¥ ce jl F 4 Not possible to figure longer competitive 

position of this relative newcomer in alu- 
minum. Stock is very speculative. Nearterm 
dividend safe. 





St. Joseph Lead... 18.31 k \ , i 4 The $2 div. seems in no early danger, 
though less has been paid in some prior 
years. Stock has above-average merit. 





Us; Smelting, Refining Diversified mining, with large gold-silver 
& Mining 2.68 interests. Depressed by restricted opera- 
covmmecnenenenecam . . * i. ’ . . a higher costs. Important recovery 

ikely. 





Vanadium Corpe ccrcnen--- . 26.94 : : ‘ d A : Long term competitive and cost status suf- 
ficiently uncertain to require cautious ap- 
Praisal of the speculative stock. 50-cent 
div. not too sure. 











a)—Before depletion. *—Adijusted to reflect premium price plan. 
| P 
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ward them? These are very difficult questions to 
answer with satisfactory positiveness, especially the 
latter. This writer shares the readers’ aversion to 
hedged opinion—to “ifs” and “maybes” in an indus- 
try appraisal. But if there exist vitally important 
uncertainties which only future developments can 
resolve or clarify, it is first of all necessary to con- 
cede that fact frankly. Beyond the period of war 
demands, the “visibility” in the non-ferrous metals 
situation—even to the eyes of the most experienced 
executives in the industry itself—is quite low. 


Group Generally Lacks Attraction 


Recognizing that fact, it is sensible to adjust in- 
vestment policy to it. And at least as to that, one can 
have positive opinions. To state the writer’s conclu- 
sion at once, and get to the details later: this group 
of stocks must be considered a generally unattrac- 
tive field for investment at the present time. For 
most companies the current earnings trend is down 
or soon will be. For an indefinite time to come, with 
very few exceptions, there is no foreseeable basis on 
which to expect increased dividends. On the con- 
trary, total dividend payments are heading for an 
appreciable decline, and stocks don’t usually go up 
when dividends are shaved. 

Here another frank acknowledgment should be 
made. In the comments in the accompanying tabula- 
tion, dividend possibilities for the individual com- 
panies are summarized to the extent possible. But in 
a situation as uncertain as this one, an above-aver- 
age degree of conjecture can not be avoided, and the 
possible margin for error is greater than in most 
stock groups. Cash position and the liberality of es- 
tablished dividend policy, in relation to earnings, 
provide considerable guidance. But few of these com- 
panies will long pay uncovered dividends, and many 
will reduce the ratio of dividends to earnings during 
the readjustment period, largely on the basis of “un- 
certainty.” Will the Jap war—and its ravenous de- 
mand for metals—be there a month hence? Three 
months hence? Six months hence? In our comments 
we have assumed that the war will continue at least 
through this year, as does military policy. That 
might prove wrong. In this environment, director- 
ates might vote the “regular” dividend today—with- 
out any opinion, much less commitment, what they 
will vote when the next interim payment comes up 
for consideration. 

Reverting to investment policy, it appears prob- 
able that these stocks will continue for an unpre- 
dictable period to give a sub-average performance 
relative to the general market. That can change, as 
the outlook clarifies, but the basis for change, espe- 
cially in timing, is not now foreseeable. Obviously, 
then, new purchases for appreciation can not be rec- 
ommended at the present time. 

Since current dividend yields in many cases are 
high, how about purchases for income? Again the 
answer, for new buyers, seems obvious. The vield is 
high because the consensus of investment opinion— 
including informed and “insider” opinion—is that 
the continuation of the current rate of payment is 
doubtful or uncertain. Stocks offering stable income 
rarely yield over 5% under present money condi- 
tions, and then only if appreciation potentialities are 
nil or severely restricted. 
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Whether holders of non-ferrous metals stocks 
should sell is another matter, and one on which gen- 
eralized opinion would be impractical. In the writer's 
opinion, stocks at least of the marginal or more 
speculative companies should be disposed of. It is 
hard to see how they can fare as well earningswise 
in peace as they have in war. The chances of profit- 
ing, or recouping losses, appear superior in better. 
situated groups. Decision on stocks of strong com- 
panies depends on the price paid and the degree of 
risk the individual should properly accept. If there 
is a large loss, there is something to be said for 
holding on for eventual substantial recovery, even 
though the wait may be extensive, since the risk of 
decline from present levels is probably at least below 
average in view of the technical considerations pre- 


viously cited. Again, if one holds a leading stock at } 


depression prices, there is something to be said 
against disposal. The income return, even allowing 
conservatively for some reduction in rate, will be 
excellent, and some degree of appreciation, from 
present levels, is a reasonable expectation eventually. 

The postwar consumption prospect for non-ferrous 
metals is not an important uncertainty. That is, it 
is no more uncertain than the general economic out- 
look. We can not have a high level of industrial and 
building activity without a proportionate demand 
for copper, lead, zinc, tin and the lesser alloying 


metals. If this were the whole story, the metals 


stocks would not be market laggards. 


Real Uncertainties 


The real uncertainty centers on the supply side, i 
prices and costs. To begin with, there will be large | 
surpluses of these metals, and of products made out | 


of them, in the hands of the Government. There is 


no likelihood that these surpluses will be dumped ; 


into the commercial market—but any way one looks 
at it, their existence is not bullish and must be more 
or less restrictive. The Government’s stockpiling pol- 
icy can be considered as something of a safeguard 
against price disruption, but how much metal has 
been tucked away under the Surplus Property Act 
of 1944 is unknown, certainly not all of the surpluses 
will be stockpiled. and the whole business is subject 
to change in political decisions. 

To any extent that surplus virgin metals or scrap 
are fed into the market, the demand for newly mined 
metals will be proportionately reduced; and that 
supply will be a brake on prices, restricting any rise 


even should it not cause a decline. Moreover, even [| 


stockpiled metals will be a potential or psychological 


price control. For instance, the writer could not |) 


imagine a repetition of the somewhat speculative ad- 
vance in copper prices of 1986 -nd early 1937, with 
huge stocks in Government hands. 


Mining is not one of the most attractive or re- | 


munerative occupations for labor; labor costs in 
many instances run up to 60% or so of total costs, 
and the field is subject to increasingly tight unioni- 
zation. The effects of the raised cost structure are 
not apparent in full degree in present earnings re- 
ports, with a few exceptions, because they are offset 
by abnormally large volume, and additionally, for 
high-cost producers, by subsidy price premiums. Un- 
fortunately, there is every reason to believe that 
postwar operating costs will be sharply above pre- 
war costs. 
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OFFICE EQUIPMENT 


Under Reconversion 


BY BH. 8. COPFIN 


ee are multiplying that the office equipment 
industry is in progressive stages of transition 
toward peacetime operations. Relatively small in 
size and with output concentrated in a few strong 
concerns, the industry during war years has pro- 
duced well over $2 billion worth of mechanical de- 
vices and munitions for the Government. With the 
European war ended, cutbacks and cancellations are 
gradually releasing facilities to meet a huge backlog 
of pent-up demand from the business world for type- 
| writers, cash registers, computing machines and a 
) long list of other items of office equipment. After 
' several years of reasonably profitable operations, 
' therefore, a further period of prosperity seems 
) clearly indicated for this industry although during 
' transition a temporary decline in net must be ex- 
© pected. 


War Production Experience 


' Wartime production experience has varied with 

different segments of the industry, both as to expan- 
sion of facilities and the character of output in- 
volved, correspondingly affecting transitional prog- 
ress and future outlook. Within a year after Pearl 
Harbor, for instance, International Business Ma- 
chines completed a huge new plant at Endicott, N.Y., 
and while perhaps 80% of the company’s wartime 
production consisted of regular line items, guns and 
other munitions made up the balance. Other large 
makers of calculating machines have enjoyed little 
disruption of normal production, so great has been 
/ governmental demand for their normal specialties. 
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Urgent military requirements for typewriters has 
kept producers busy, although output until of late 
has been confined to a limited quota, with a com- 
plete ban upon production of portables. As for cash 
registers, not until a 90 day “holiday” early in the 
current year had any been produced during war 
years, machines for their manufacture being par- 
ticularly adaptable to the making of numerous pre- 
cision instruments in broad demand by the Armed 
Services. Facilities of National Cash Register Co. 
were sufficiently ample to require no further expan- 
sion, and reconversion problems for this concern, in 
fact for the entire industry, are relatively insig- 
nificant. 


Reconversion Problems 


Were it not for difficulty in securing adequate sup- 
plies of raw materials, makers 
would be much further along in their transition pro- 
gram than they are now. For more than a year past, 
progressive easing of restrictions by Washington 
covering civilian production has meant almost noth- 
ing, due to lack of essential steel. In view of declin- 
ing military orders, a trend certain to be accelerated 
as the current year progresses, volume appears 
headed for a dip which will continue until such time 
as delivery of materials will correct the situation, 
although supplies should appear in increasing quan- 
tity. Reconversion activities of many other indus- 
tries are being seriously hampered by this same 
kind of shortage, as military demand is still so in- 
sistent that what modest surplus has developed has 
been intentionally diverted by the Government to 
makers of agricultural implements, machine tools 
and a few other industries picked to spearhead the 
reconversion program. While the strain will gradu- 
ally diminish, for the balance of the year it may be 
keen-felt. 

A more encouraging aspect of the situation is that 
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to the extent civilian sales in coming months do 
creep in to take up the slack, unit profit margins are 
likely to widen. While ceiling prices will continue to 
be a restrictive factor for some time to come, and 
manufacturing costs have risen steadily during the 
war, tightly priced government contracts gradually 
will take up a smaller percentage of volume. War- 
time profits of this industry have not been at all 
commensurate with the huge volume gain achieved. 
Indeed, per share earnings of the majority of the 
office equipment makers have been slightly less 


than in prewar years when volume was far smaller, 


due to rising costs, heavy taxes and slim profit mar- 
gins on Government business. To avoid renegotiation 
delays, one concern by agreement named a low figure 
to permit a final profit after taxes of only 114% on 
Government sales. Fortunately, EPT was designed to 
work both ways and will importantly cushion the 
probable near term decline in volume and profits. 
Everything considered, net earnings will doubtless 
be fairly well sustained during the transition period, 
the strong cash position of the major concerns war- 
ranting continuation of current dividends even if net 
temporarily does decline. 

Second-hand equipment has always enjoyed a wide 
market in prewar years, and at times proved a 
strong competitor with newly made products. A sub- 
stantial amount of surplus items in the office ma- 
chine category is likely to be sold by the Government 
from this period onward until it is cleaned up, but 
until the war in the Far East terminates, much if 
not most of it will be retained for use. Under any 
circumstances the Department of Commerce plans a 
more orderly distribution of these products than was 
the case after War 1 when widespread dumping was 


the rule. Of some 200,000 business machines and 
300,000 serviceable typewriters which may be re- 
leased, about half are likely to be taken by schools 
and non-rated business concerns, the balance being 
carefully channeled through original manufacturers 
or responsible dealers. No clogging of markets, there- 
fore, is likely to occur, and manufacturers are cer- 
tain to benefit from a substantial volume of recon- 
ditioning business. 

Since VE-Day, all bans on the production of office 
equipment were officially removed, and as raw mate- 
rials become more plentiful, the path will become 
smoother for the various manufacturers, all of whom 
are eyeing both domestic and foreign sales poten- 
tials. Some estimates of deferred demand for type- 
writers alone run as high as 1,300,000 units, while 
war has greatly spurred demand for all kinds of 
automatic office devices not only in this country but 
all over the world. As a result of clerical shortages, 
rising wage costs and complex paper problems, in- 
dustry has increasingly learned that outlay for effi- 
cient office machines is a profit earning investment 
rather than an expense, a fact which will not be lost 
sight of in the approaching highly competitive 
struggle. Volume of the office equipment makers for 
several postwar years appears certain to exceed that 
of best similar periods in prewar, although specific 
figures now and then appearing are not reliable and 
some enthusiastic guesses could be considerably 
pared. That demand will be eminently satisfactory 
should be a sufficient premise that earnings, too, will 
be good. True, a trend in demand toward lower 
priced items with narrower unit profit margins may 
to some extent restrict earnings gains, but offsetting 
this factor is the resultant (Please turn to page 566) 








Book 1936-9 1944 Estimated 


Position of Leading Office Equipment Stocks 


In Dollars Per Common Share 
1936-9 
1945 Net Avge. Div. 


Price 


1944 Earnings ment COMMENT | 








Company 


~ Addressograph- pa 
Multigraph .... 


Value Avge.Net Net 


nna $14.80 $1.72 $1.63 Je $1.50 


$1.17 


Div. Ratio Rating 


| 
| 
Invest- 
| 


Strongly financed specialist with about 70% | 
C+2 production in regular line. Current position | 

— postwar prospects favorable. Dividend | 
safe. 


$1.00 16.7 





Burroughs Adding 
OPS ES Se eee 


Fourth largest in the field. Fair prewar record 
but large number of shares dilutes earnings 
potehtials. Dividend secure. Foreign and do- 
mestic outlook both good. 





International Business 
Machines 


Leading factor in industry; strong finances and 
excellent earnings record. About 80% war sales 
regular items. Dividend amply earned, postwar 
outlook bright. Rentals stabilize income. 
Strongly tax cushioned. 


6.37(a) 6.00(a) 21.5 





X National Cash Register... 23.92 


Dominant in production of cash registers, but 
current output mainly military. Minor recon- 
version problems and large latent demand en- 
No change in dividend 


1.06 1.25 17.2 


hance prospects. 
likely. 





X Remington Rand _........... = B25 


Strong concern with output broadly diversified. 
Export sales should swell postwar domestic vol- 
ume. Well sustained earnings likely to con- 
tinue. Dividend comfortably earned. 


1.20(a) 10.7 





X Royal Typewriter 


Large deferred demand brightens postwar 
prospects when portables become available. | 
Prewar earnings not stable but satisfactory in 
good times. Current dividend safe. 








Underwood Corporation 37.76 


Ranks among top three in field. Current output 
about half military. Should get full share post- 
war deferred demand. Amply financed, divi- 
dend secure. 





X Smith (L. C.) & Corona. 2328 





Fourth among typewriter makers, currently 
active in military output. Abnormal postwar | 
demand should sustain volume and earnings | 
favorably. Dividend not widely covered but | 
appears secure. | 











- fe) —Plus 8% in stock. Fiscal year ended Je—June 30, 1944; JI—July 31, 1944; Mr—March 31, 1945. | 
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Opportunities for Income and Appreciation 
In Bonds and Preferred Stocks 


BY JACKSON 


MARKET TRENDS: Higher grade bonds remained 
fairly steady over the past two weeks, the 40 bonds 
which comprise the Dow Jones Bond Averéges clos- 
ing at 106.60 as against a close of 107.02 two weeks 
ago. 

—_— bonds were somewhat easier, Poland as- 
sented 6s of 1940 losing over 2 points while Warsaw 
Ts of 1958 were off 15 points. 

Most speculative rail liens were off from 1 point 
to 33/4, points; exceptions being Chicago Rock Island 
& Pacific 4s of 1988, certificates of deposit, which 


» advanced 3% points and Missouri Kansas & Texas 
» 5% adjustments which were up about 2 points. 


_ IN THE NEW ISSUE MARKET, several important un- 
| derwritings were successfully accomplished, notably 
‘ — the American Telephone & Telegraph 234% deben- 
* tures of 1980 and the Southern Bell Telephone & 
) Telegraph 234,% debentures of 1985. The former 
> now command a premium of about 114 points while 
y — the latter are quoted about %% of a point above the 
' original issue price. However, several issues of rail- 


road bonds recently underwritten are soft, being 
fractions to two points under the original price of 


issue, 


New issues in prospect include the refunding is- 


| sues of Southern Pacific in the amount of $125,- 


000,000, also $75,000,000 for Northern Pacific and 
$75,000,000 for Great Northern Railway. No definite 


| date has been set but these offerings are due early 
' in September. 


; PROVINCE OF ALBERTA BONDS: Tentative arrange- 
| ments have been completed with a large syndicate 
' of Canadian and American dealers to underwrite the 


new securities required to accomplish the debt re- 


| funding plan for the Province of Alberta which has 
' received full cooperation and endorsement from the 
' Dominion Government, the Alberta Bondholders 
' Protective Committee and the bond and stockholders 
' protective committee for Great Britain. 


The 100% speculative tax which was put into ef- 


' fect last year to cover all transactions in Province of 


Alberta bonds as the refunding proposal reached a 


- point where conclusion seemed certain, has been 


withdrawn. The tax was requested by the Dominion 
Government to be levied on all transactions made in 


f Province of Alberta bonds. 


| PROSPECTIVE CALLS: Utility underwritings in pros- 
» pect include $22,000,000 Columbia Gas & Electric 
) two year 114% notes. If approved by the Securities 


and Exchange Commission, proceeds from the sale 
of these notes plus about $10,640,000 in cash now in 
the treasury will be used to provide funds to call the 
$32,000,000 Columbia Gas & Electric 5% bonds due 
1952. The company estimates that redemption of 
said bond issue would effect a net interest saving of 
$1,194,000 annually after allowing for tax offsets 
while the charges heretofore made for amortization 
of this issue will be eliminated. 
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Monongahela Power Company is expected to re- 
quest bids before August 20th on $22,000,000 in new 
bonds, also about $9,000,000 of preferred stock. Pro- 
ceeds would be used to retire $22,000,000 414% 
bonds and $14,797,000 of 6% and 7% preferred 
stocks. Included in the transaction is a proposal to 
sell 82,500 shares of common to West Penn Power 
Company for $653,100 in cash and 23,376 shares of 
Monongahela West Penn Public Service 7% pre- 
ferred now held by the West Penn Power Co. 


PREFERRED STOCKS: Nebraska Power Company 7% 
preferred recently sold as high as 113, some 3 points 
above the call price or equal to nearly six months 
dividend. While there has been a considerable num- 
ber of protests over the proposed refinancing of the 
company, the dividend seems safe with earnings run- 
ning about twice the dividend requirements and 
continued retention is suggested. However, if the 
shares were to reach 115 it would appear wise to 
sell at this level for the shares might be redeemed 
before the end of the year. 

wtandard Oil of Ohio 444% and 5% cumulative 
preferred have been called for payment on Septem- 
ber 4, 1945 at the Chase National Bank, New York 
City. Redemption price on the 414% preferred is 
$105.00 per share plus 60 cents in dividends while 
the redemption price on the 5% preferred is $107.50 
plus 71 cents in dividends. Immediate payment can 
be obtained on presentation of the shares to the 
Chase National Bank. Holders of the 414% pre- 
ferred should consider the privilege of converting 
into common, the basis of conversion being 5.825 
shares of common for each share of preferred and 
such conversion must be made before the close of 
business September 4, 1945. If one is interested in 
moderate income and appreciation, the conversion 
into common seems a wise move. 

Preferred stocks with likelihood of early redemp- 
tion, possibly in September, include Allied Stores 5% 
preferred, Colonial Stores 5% preferred, Cudahy 
Packing 6% and 7% preferreds, Crown Cork & Seal 
2.25% preferred, Crown Zellerbach 5% preferred, 
W. T. Grant 5% preferred and J. J. Newberry Com- 
pany 5% preferred. 

In this group, J. J. Newberry & Company 5% pre- 
ferred has appeal for the possibility of rather high 
short term return. These shares recently made a 
new low at 10334, off more than 6 points from its 
1945 high and more than a point below the call price 
of 105. The company recently registered a new issue 
of 100,000 shares of preferred which is expected to 
carry a dividend rate of 334%. The underwriters 
will probably make an offer of exchange on the new 
334,% for the old 5% preferred and make a public 
offering on the unsold balance. At 104 or lower the 
5% preferred shares have appeal for one seeking a 
high short term return as unexchanged shares 
should be called for redemption at 105 and accrued 
dividends. (Please turn to page 567) 
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FOR PROFIT AND INCOME 


Group Action 

To date this has been one of the 
most general reactions in a long 
time, so far as group action is 
concerned. Differences in degree 
of resistance shown are relatively 
small, with few exceptions. Of the 
important groups, the rails have 
declined most, the operating utili- 
ties least. That would be so in any 
intermediate correction, so it is 
“normality” rather than “diverg- 
ence.” The rubbers have been 
weaker-than-average for the first 
time on any reaction in the pres- 
ent bull market. But they had en- 
joyed a beautiful rise for a long 
time, and probably there is noth- 
ing the matter that a technical 
correction will not fix up. Farm 
equipments have not been helped 
by the recent surprising reduction 
in Deere’s interim dividend. 


Holding Well 


Individual stocks which have 
shown impressive resistance to 
reaction so far include: American 
Can, American Car & Foundry, 
American Smelting, American To- 
bacco, Beatrice Creamery, Butler 
Bros., Colgate-Palmolive, Com- 
monwealth Edison, Container 
Corp., Electric Power & Light, 
General Electric, General Motors, 
Inland Steel, Macy, Marshall 
Field, National Dairy, Philip Mor- 
ris, and Sears, Roebuck. 


Marshall Field 


Sometimes a company situation 
is radically improved by correct- 
ing past mistakes and getting rid 
of “white elephants.” A case in 
point is Marshall Field, about 
which this column has commented 
favorably heretofore. First the 
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unprofitable wholesaling division 
was dropped. Then the manufac- 
turing branch (textile products) 
was pepped up. Recently, accord- 
ing to unconfirmed (but not de- 
nied) newspaper reports, it sold 
its huge Chicago Merchandising 
Mart building for a price of $19 
million. Built back in 1930, this 
property cost around $30 million. 
The capital loss can, of course, be 
used as an offset against taxes. 
Since the company is virtually in 
the 80% tax bracket, the net re- 
sult of this deal will be a gain in 
cash position not a great deal less 
than the $30 million original cost 
of the Merchandise Mart. Assum- 
ing the $19 million payment for 
the property is in cash or equiva- 
lent, the next balance sheet will 
be something to behold. Even be- 
fore this deal, cash was around 
$28 million, inventories only $15 
million — a most unusual and 
liquid situation for a great mer- 
chandising enterprise with sales 


currently at a rate around $160 





million a year. Our previous cal- Ff 


culation that postwar earnings, on 
a 40% 


tax basis, may readily f 


reach $4 a share, against $1.60 f 


last year, still stands. 


Passing Flurry 

It appears now that the recent 
congestion—and indigestion — in 
the bond financing market had no 
lasting significance. In any event 
the railroads — in the face of ex- 
orbitant wage demands which will 


not be settled for some months — Ff 
are again going ahead with re- 
funding programs. Southern Pa- | 
cific plans new financing to re- f 


deem over $159 million of- 4% 


subsidiary bonds at a substan- § 
tially lower coupon rate. Northern f 
Pacific is expected to announce its fF 
plan soon for refunding about P 


$100 million of bonds. On the 
other hand, virtually all money 
market observers agree that long- 
term interest rates probably at 





Aviation Corporation .0...0...cccccccccccssnnenne 
Bush Terminal .......... 
Coca-Cola ................. ; 
SOE W IB teres: 
Master Electric ................. 


Borg Warner ........ 
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Latest Year 

Period Ago 
6 mos. May 31 S227 $ .40 
June 30 quarter 19 2% 
6 mos. June 30 2.59 2.78 
40 wks. June 7 1.84 2.08 
6 mos. June 30 1.09 E25 
6 mos, June 30 N51 15 
6 mos. June 30 1.75 2.71 
6 mos. June 30 1.02 1.30 
12 mos. June 30 85 1.30 
6 mos. June 30 81 1.11 
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“Jong last have made their low, 
that no rise is in sight, but that 
short-term rates (of no signifi- 
cance to the stock market) will be 
permitted to firm up. If this is 
‘correct, the stock market now has 
a fixed standard (long-term bond 
yields), rather than a moving 
standard, against which to mea- 
sure dividend yields and the capi- 
talized value thereof. The yield 
advantage, though reduced by 
market rise, is still in favor of 
good equities by a comfortable 
margin. 


Reasons Right, Timing Wrong 

One highly-rated stock market 
analyst stated the following rea- 
sons why the market would 70 
higher: Huge supply of idle 
funds; low money rates; inflation- 
ary influences; tax-cushions and 
carry-backs to support earnings; 
prospect of reduced taxes after 
V-J Day; domestic political unity. 
There is nothing the matter with 
this prognosis—except that it was 
made just before the market 
moved into its intermediate cor- 
rection. Moral: the “long term 
fundamentals” are of no help in 
timing a reaction or determining 
its scope. 
Surprise 

Leave it to the market to do the 
unexpected. How many people 
would have bet that for some 
months after the end of the Euro- 
pean war railroad stocks would 
do better than industrial stocks? 
We don’t know of any who did. 
Also, the general prediction was 
that rail earnings would decline 
fairly promptly in the months 
after V-E Day. Wrong again. For 
the first half-year the total was 


slightly larger than for the first 
half of last year, and for June it 
was nearly 8% over a year ago. It 
now appears that for 1945 as a 
whole it will either approximate 
or slightly exceed the 1944 total. 
The real test for the rails will not 
be in the reconversion period, for, 
throughout that, the return move- 
ment of troops and equipment will 
provide abnormal business. It will 
come after the postwar catching- 
up bom has run its course, when 
the impact of sharply curtailed 
traffic hits the inflated operating 
cost structure. 


Low-Price Motors 

Low-priced automobile stocks 
eontinue to excite the speculative 
imagination. In their favor is the 
circumstance that there are no 
facts to go on. When there are 
facts, as there will be when cars 
again are actually being sold in 
volume in a competitive market, 
there will be less scope of specu- 
lative dreaming. The indepen- 
dents, and the newcomers, will be 
up against a strong buyer prefer- 
ence for Big Three cars. There is 
nothing imaginary about this. It 
is a matter of trade-in values, ser- 
vice facilities and assurance 
against being left with an “or- 
phan” car. To be sure, Chrysler, 
starting with a fourth-rate com- 
pany, “broke in” in a big way be- 
tween 1924 and 1932—but Walter 
Chrysler was one of the few real 
giants of the business; he had 
both powerful and smart financial 
sponsorship, and there were but 
two “dominant” companies then, 
against three now. Moreover, rare 
exceptions usually but prove the 
rule. This column will repeat its 





Abbott Laboratories 
American Distilling. ..... 
Electric Storage Battery... 


People’s Drug Stores.................. 


Pillsbury Mills ... 
Remington Arms .......... 


United Air Lines 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Panhandle Producing & Refining.................. 





American Seating o.u..ccccccscscccccun: 


Canada Dry Ginger Alle..................... 





Latest 
Period 


mos. June : $1.60 
mos. June ; 3.01 
mos. June ° 
mos, June : 
mos. June 5 

Year May 31 

6 inos. June 30 

6 mos. June 30 

6 mos. June 30 


9 mos. June 30 








AUGUST 18, 1945 


previous observation that in rela- 
tion to postwar earnings and divi- 
dends Chrysler and General Mo- 
tors are probably the most reason- 
ably priced issues. It will add that 
many a buyer of the most specu- 
lative motors—yes, we mean Gra- 
ham-Paige, among others — will 
probably wind up eventually with 
a nice capital loss. 


Holding Companies 

The resignation of Supreme 
Court Justice Roberts means ad- 
ditional months of delav hefore 
the constitutionality of the “Death 
Sentence” provision of the Hold- 
ing Company Act can be deter- 
mined. Utility experts, in and out 
of the industry, believe the odds 
are 10 to 1 that the Court will 
eventually uphold the Act. SEC 
people believe it is nearer 50 to 1. 
At any rate, holding companies 
are now going ahead more rapidly 
with their dissolution and reor- 
ganization plans, rather that slow- 
ing down to await Court decision. 
And there is less stiff-necked bat- 
tling and cussedness between 
them and the SEC officials, and a 
more cooperative attitude ail 
around. Recent new developments 
include the filing of the long-de- 
layed Electric Bond & Share plan 
and Commission approval of the 
General Gas & Electric plan. Hold- 
ing company stocks continue to 
act satisfactorily in the market. 
Incidentally, newly developing cir- 
cumstances appear to indicate 
much higher ultimate liquidating 
value as probable for Electric 
Power & Light common than was 
previously believed likely. 


Perspective 

As of June 30 General Motors’ 
backlog of orders had declined to 
$2.52 billion from $3.69 billion 
three months earlier. This is no 
surprise. What most interested 
this column was the sizable vol- 
ume of non-war business shown 
by the report. For the second 
quarter, non-war volume was at 
an annual rate equal to almost 
one-third that of the excellent 
prewar year 1937. This company 
is the single biggest reconversion 
job in our economy, and the figure 
on present non-war business puts 
at least a moderately different, 
and more encouraging, perspec- 
tive on the whole reconversion 
vista. The “vacuum” to be left by 
war cutbacks is not as big as some 
people imagine. 














The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


: addressed envelope. 


envelope. 


Confine your requests to three listed securities; one request per month. 
No inquiry will be answered which does not enclose stamped, self- 


2 
3 
4. No inquiry will be answered which is mailed in our postpaid reply 
5 


. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





Are New, Low Interest Yielding 
Debentures Safe for the 
Long Term? 

Continental Baking Company recently 
offered 3% debentures due July 1, 1965 at 
102. J am seeking a high grade investment 
as safety of principal 1s of paramount im- 
portance to me. Do you advise purchase of 


this issue? 
—B. F., Rutland, Vermont 


Continental Baking Company is 
engaged principally in baking and 
selling bread and cakes under two 
widely advertised trade names — 
Wonder bread products and Host- 
ess Cake products. Recent report 
indicated that bread accounted for 
67% and cake 32.5% of total 
sales. 

Interest coverage is ample as 
evidenced by the Times Interest 
earned after taxes figures for 
1944 of 7.01, applicable to this 
issue. 

This-is a medium grade, unse- 
cured direct obligation. At offer- 
ing price the yield is 2.87 to ma- 
turity. 

An investor could secure a 
much higher grade security with 
about the same yield and half the 
maturity period by investing in 
U. S. War Bonds Series “E” or if 
current income is important, by 
buying Series “G’’. 

Many corporations have re- 
cently redeemed their high yield- 
ing, secured bonds and replaced 
them with new issues bearing low 
interest rates and long term ma- 
turities. Moreover, many of these 
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new issues are unsecured. While 
many debenture issues of finan- 
cially strong corporations are 
sound; investors are cautioned 
against ‘unsecured loans of mar- 
ginal companies, that are taking 
advantage of the present favor- 
able bond market for borrowers. 

Present low interest rates will 
probably continue for some time, 
but will not continue indefinitely. 
When interest rates advance, 
speculative bond issues will be 
most vulnerable. 

As appreciation possibilities at 
current level are extremely lim- 
ited and in many cases nil, and 
long term prospects for principal 
shrinkage is large; it is a wiser 
policy to invest in war bonds, 
which return about the same 
yield, rather than long term, me- 
dium grade corporation bonds. 


Wilson & Co. 


Will you please let me know what the 
nearterm and postwar outlook for earnings 
of Wilson & Co. are? 

—J.C., Dayton, Ohio 

Wilson & Co., as a result of re- 
search and product diversification, 
will be in a position to widen its 
profit margin in the postwar pe- 
riod. Exploitation of frozen meats 
and new canned items, now in use 
by the Army, will be of impor- 
tance in this respect, as well as 
expanded operations in pharma- 
ceuticals, soaps, gelatine and other 
by-products. 

Among new products with post- 


war possibilities are canned ham- 
burgers, canned beef in gravy, de- 
hydrated corn beef hash, and meat 
bars. ° 

Company’s sporting goods divi- 
sion should also benefit from the f 
greater emphasis on recreational 
activities after the war. Currently, f 
while demand continues well in [ 
excess of meat supply, some nar- [ 
rowing of profit margins may be 
experienced because of smaller 
volumes. 

Reduced Excess Profit Tax lia- 
bility, however, should limit the 
affect upon final net to modest pro- 
portions, while in the postwar pe- 
riod, easing of tax burdens could 
also materially benefit earnings. 

For the fiscal year ended Octo- 
ber 28, 1944 Wilson & Co. reported 
record sales of $532,561,322 and a 
net profit of $7,353,791 equal to 
$2.71 a share on the common stock 
after preferred dividends. 


York Corporation 

York Corporation has been recom- 
mended to me as a company with good 
growth prospects. What is vour opinion of 
this stock for the long pull? 

—C. L., Lansing, Michigan 

This company occupies a strong- 
ly established position in the air- 
conditioning and_ refrigeration 
fields. It has excellent postwar 
prospects although competition is 
expected to be intense. Earned 
only 78 cents for fiscal year ended 
September 30, 1944 after reserves 
of 16 cents per share. However, a 
fine improvement was shown in 
first six months ended March 31, 
1945, company showing 67 cents 
vs. 40 cents in 1944 and 27 cents 
in 1948. Because of need to 
strengthen finances for postwar | 
period, no increase in dividend 
rate of 30 cents per share is likely 
this year. 

Company recently redeemed its 
414% bonds with an issue of $4,- 
400,000 1st mortgage 314,% bonds 
due 1960. 

The 930,636 shares of common 
stock are listed on the New York 
Stock Exchange and have had a 
price range this year as follows: 

(Please turn to page 570) 
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Through an exchange of shares, B. F. Sturtevant Co. of Boston, a leader 
in the field of air handling equipment, now becomes a division of Westinghouse 
Electric Corporation, the deal involving about $9.5 million. 

By the acquisition of Siuslaw Forest Products Co. in Oregon, facilities 
of U. S. Plywood Corporation now include another sawmill and 300 million feet of 
standing timber. 

To double production of harvesters in its La Porte, Ind. plant, 
Allis-Chalmers Manufacturing Co. has undertaken an expansion program to cost about 
$10 million. 

At a reported cost of $1,250,000, Sterling Inc. has purchased 80% of the 
common stock of Pearson Co., Inc. and postwar plans include further increase in its 
chain of retail stores in Indiana and Ohio. 

Expansion plans of the steel industry center largely upon increased 
facilities for sheets and light steel. Jones & Laughlin Steel Corp. plans to spend 
$12 million for tin plate works at Aliquippa, Pa. 

Makalot Corporation, a Boston plastics maker, has been merged with 
Interlake Chemical Corporation of Cleveland. 

Expansion plans of R. H. Macy & Co. continue to feature the news. Latest 
announcement concerns a planned new store building in White Plains, N. Y. to cost 
$1 million, the erection hinging upon acquisition of a desirable site from the city. 

A subsidiary of Curtiss Wright, L. G. S. Clutch Co., has bought from General 
Motors Corporation one of its plants in Indianapolis. 

In active preparation for postwar expansion, 19 domestic air transport 
concerns now have on order a total of 409 new passenger planes and are about to 
receive 22 additional cargo planes from the Army. At the end of 1944, these lines 
had 344 planes on hand. 

By private placement of $4,300,000 worth of securities, Verney Corporation, 
formerly Verney Brunswick Mills, Inc., has acquired the outstanding stock of Verney 
Mills, Inc. and Verney Shawmut Mills, Inc. 

To enter the field of transportation communication and control, Farnsworth 
Television & Radio Corporation has acquired Halstead Traffic Communications 
Corporation, owner of numerous valuable patents. 

Buyers of new cars may learn what they will have to pay without much more 
delay, according to OPA, and what's more, the price is not likely to equal 25% above 
1942 levels. 

Also expected soon is WPB permission to the automobile industry to go ahead 
with construction of new facilities costing $150 million, the primary immediate 
idea being to supply more jobs rather than more cars. 

Shareholders in prosperous concerns out for additional capital these days 
apparently are leaving only small amounts for underwriters to sell. 

Of the recent offering of 170,000 shares of 3%% preferred stock by Johns- 
Manville Corporation, common stockholders of the company bought all but 6,838 
shares. 





























Stockholders of Ferro-Enamel Corporation also expressed confidence in their 
company by subscribing to more than 95% of 58,264 shares of new common offered 
to them. 
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Bankers continue to experience strong competition from the insurance com- 
panies. Liggett & Myers Tobacco Co. recently borrowed directly from Equitable Life 
Assurance Society $40 million at 2%%, maturity date being 1965. 

But banks somehow manage to find an outlet for their funds. Twenty-three of 
them got together and made a ten year credit of $75 million available to Schenley 
Distillers Corporation. 


The air transport industry has followed the example of the railroads by 
offering equipment notes to finance new purchases of planes. Transcontinental @ 
Western Air, Inc. has secured a $1,700,000 bank loan on a chattel mortgage to buy 
five new Stratoliner transports. 


World's largest and heaviest airplane tire ever made has been manufactured 
by Goodyear Tire & Rubber Co. It is 9 feet 2 inches in diameter, is 44 inches 
across the beads and weighs 250 pounds. 


No complaints of milk shortage are heard in the Northeastern States, much to 
the satisfaction of the dairy industry. Record production in this area for July 
will bring almost $23.5 million to the farmers. 


World shortage of oils and fats ma~ be alleviated before long by shipment 
of 800,000 available tons of copra from the Philippines. Only difficulty is the 
transportation bottleneck. 

Standard Oil Co. (California) and Texas Co. have jointly formed Trans- 
Arabian Pipe Line Co. as a preliminary step which may lead to private financing of 
the $100 million project once hopefully promoted by Secretary Ickes. 

Postwar outlook for the wire industry is brightened by announcement of 
Edison Electric Institute that 6 million new homes will have to be wired and 
30 million existing dwelling need additional wiring. 

Importers of Dutch tulip bulbs anticipating early resumption of large 
shipments are revising their estimates. It seems that hungry Netherlanders were 
forced to eat 500,000 bulbs last vear. 

Optimistic Edward G. Budd Manufacturing Co. on basis of a recent survey 
predicts that need for new railway passenger cars in the first five postwar years 
will cause a production step-up twelve times the rate of the prewar decade. 

There may be litle need of postwar domestic servants, if Electric Household 
Utilities is consulted. Its new Thor Automatic Washer will do the laundry work, 
peel the potatoes, wash the dishes and freeze the ice cream. Ingenious householders 
may discover other unsuspected uses for it. 

To modernize and expand her steel industry, Russia is to have some newly 
designed tie-plate and splice-bar furnaces, erection of which will be undertaken by 
United Engineering & Foundry Co. of Pittsburgh. 

One after another, the packers continue to strengthen their financial 
Structures. Latest is Wilson & Co. with plans to refund 6% preferred stock with a 
lower rate issue and perhaps an optional slice of common. 

Pepperell Manufacturing Co., with an unbroken dividend record back to 1852, 
will propose a five to one split up for its common stock at a meeting to be held 
September 13. 

For the manufacture of small transformers, General Electric Co. plans to 
build a new plant in Danville, I1ll., in line with its diversification program. 

Planned exploitation of Mexican markets by Celanese Corporation of America, 
is indicated by its formation of Viscose Mexicana S.A. in Mexico City. 

A DPC plant at Ludington, Mich. has been leased by Dow Chemical Co. which 
will use the facilities to produce lime and magnesium chloride. 

On August 16, stockholders of Lane Bryant, Inc. will be asked to vote 
approval of a proposed two for one split-up in the common shares. 

Easing of restrictions for the shoe industry will permit sale of footwear 
priced under $3.50 a pair ration free betveen August 27 and October 13. About a 
quarter of a million pairs in this category are available. 
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The nation’s physical Volume of Business has 
expanded fractionally since our last issue; but 
during the first week of August was a litile under 
last year, both actually and on a per capita basis. 
For the month of July, this publication's index of 
per capita Business Activity sagged 1.1 point to 
159.5% of the 1935-9 average, a level 2.3 points 
below July last year. Without compensation for 
population growth, our business index registered 
171.8% of the 1935-9 average in July, compared 
with 174.4 for June and 172.4 in July, 1944. 


* * 


The Commerce Department predicts that pro- 
duction and national income during the second 
half of 1945 will decline about 10% from peak 
levels of the first six months; but that the total 
National Gross Product for the full calendar 
year will be valued at $199 billion, against 
$198.7 billion last year. 

* * 

A survey completed recently by the Commerce 
Department, covering 7,000 manufacturers, dis- 
closes plans to spend $9.2 Billion for Expan- 
Sion in the 1945-6 fiscal year, with additional 
capital expenditures of $1.5 billion contemplated 
by railroads and utilities. The Department thinks 
this points to a National Gross Product of $160 
billion, mostly for civilian purposes. Of the $9.2 
billion total, $4.5 billion would be for plant, 


(Please turn to the following page) 
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SUMMARY 
MONEY AND CREDIT — Should the 


Pacific war last until mid-1946, Govern- 
ment expenditures in the current fiscal 
are expected to total $85.3 billion, 
against $100.1 billion in 1944-5, with a 
Government deficit of $46.3 billion 
against $41.3 billion last year. 





TRADE — Department store sales in 
week ended July 28 were 15% above 
last year, against increases of 19°, for 
four weeks and 13% for year to date. 


INDUSTRY — Commerce Department 
thinks that the national gross product, 
measured in current dollars, will be 
fractionally larger in the 1945 calendar 
year than last year. Industrial applica- 
tion of the new atomic bomb will be 
slow in materializing; but civilization is 
threatened by its military possibilities. 


COMMODITIES — Spot and futures 
prices move narrowly, with little net 
change on fortnight. Agriculture Secre- 
tary Anderson says farm prices can not 
be expected to continue at present high 
levels after the war. 
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Inflation Factors 





Date 


Latest 
Wk. or 
Month 







Previous 
Wk. or 
Month 


Year 
Ago 


Pre- 
Pearl 
Harbor 


PRESENT POSITION AND OUTLOOK 









FEDERAL WAR SPENDING (tf) $b 





1.73 


1.86 


1.65 


0.43 


























































COST OF LIVING (Ib3) 
Food 
Clothing 
Rent 














RETAIL TRADE $b 
Retail Store Sales (cd)... 
Durable Goods 
Non-Durable Goods __.. 
Dep't Store Sales (mrb)... 
Retail Sales Credit, End Mo. (rb2) 








MANUFACTURERS’ 
New Orders (cd2)—Total... pons 
Durable Goods 
Non-Durable Goods __ 
Shipments (cd3)—Total . 

















BUSINESS INVENTORIES, End Mo. 
Total cd) —$b 
Manufacturers’ 
Wh 1 1 - 
Retailers’ 

Dept. Store Stocks (rb)—I_ 


























Cumulative from Mid-1940____ Aug. 1 297.9 296.2 207.8 14.3 
FEDERAL GROSS DEBT—$b Aug. 1 262.0 261.6 208.5 55.2 
MONEY SUPPLY—S$b 

Demand Deposits—101 Cities..___ Aug. 1 37.5 37.4 33.6 24.3 

Currency in Circulation....._ Aug. 1 27.1 26.9 227 10.7 
BANK DEBITS—13-Week Avge. 

New York City—$b. Aug. | 7.19 TAT 5.73 3.92 

100 Other Cities—$b..0 Aug. 1 8.26 8.32 7.75 5.57 
INCOME PAYMENTS—$Sb (cd) May 12.86 13.19 12.39 8.11 

Salaries & Wages (cd)... May 9.54 9.56 9.22 5.56 

Interest & Dividends (cd)... as May 0.50 0.81 0.49 0.55 

Farm Marketing Income (ag) May 1.45 1.42 1.45 1.21 

Includ’g Govt. Payments (ag)... May 1.53 1.57 1.54 1.28 
CIVILIAN EMPLOYMENT (cb)m June 52.0 51.3 53.2 50.4 

Agricultural Employment (cb). June 9.1 8.0 9.6 iff 

Employees, Manufacturing (Ib) June 14.6 14.8 16.1 13.6 

Employees, Government (lb) June 6.0 6.0 5.9 4.5 
UNEMPLOYMENT (cb) m June 1.1 0.7 1.0 3.4 
FACTORY EMPLOYMENT (ib4) June 149 151 166 147 

Dinnbie Songkran June 195 201 228 175 

Non-Durable Goods _._.. ae June 113 112 117 123 
FACTORY PAYROLLS (ib4) May 303 317 334 198 
FACTORY HOURS & WAGES (ib) 

Weekly Hours May 44.1 45.1 45.3 40.3 

Hourly Wage (cents) May 104.3 104.4 = 101.7 78.1 

Weekly Wage ($) —_____. May 46.03 47.02 46.02 31.79 
PRICES—Wholesale (ib2) July 28 105.8 1056 1039 92.2 

Retail (cdlb) May 140.9 139.9 137.0 116.1 

















June 129.0 128.1 125.4 110.2 
June 141.1 138.8 135.7 113.1 
June 145.4 144.6 138.0 113.8 
June 108.3 108.3 108.1 107.8 
May 5.89 5.46 5.85 4.72 
May 0.88 0.81 0.91 1.14 
May 5.01 4.65 4.94 3.58 
May 0.52 0.49 0.50 0.40 
May 2.20 2.22 2.10 5.46 
May 296 339 293 212 
May 438 531 436 265 
May 204 215 201 178 
May 271 286 264 183 
May 364 390 371 220 
May 206 215 190 155 
May 26.8 26.8 27.8 26.7 
May 16.2 16.3 17.3 15.2 
May 39 3.9 4.1 4.6 
May 6.7 6.6 6.4 7.2 
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equipment and alterations; $2.8 billion for larger 
inventories of non-military goods; and $2 billion 
for extension of additional credit to customers. 
Realization of this ambitious program obviously 
hinges upon the availability of labor and mate- 


rials. 
* * * 


Budget Director Smith estimates Government 
Spending for the current fiscal year at $85.3 bil- 
lion, including direct war expenditures of $70 bil- 
lion, against a total outlay of $100.1 billion in the 
1944-5 fiscal year; but the year’s deficit is ex- 
pected to reach $46.3 billion—up $5 billion. An 
early end of the Pacific war, however, would de- 
flate these figures considerably. 


* * * 


‘Chairman Cannon of the House Appropriations 
Committee estimates that the Post-War Federal 
Budget will be at least $25 billion a year, exclu- 
sive of debt retirement and interest on the national 
debt. Under bills recently approved by Congress, 
Subsidies alone in the current fiscal year will 
total $2.5 billion, or about 80% of what was paid 
out in the four preceding years. Of the $2.5 bil- 
lion, food subsidies will take $1.8 billion—about 
6% of the nation's food bill. 


* * * 


A compilation by the National City Bank show 
that Net Income reported by 320 leading indus- 
trial corporations for the first half was at an annual 
rate of 9.6% on their aggregate net worth, an 
increase of 8% over the like period last year. Re- 
turns range from 5.2% for the iron and steel in- 
dustry up to 14.4% for electrical equipments. 


* * * 


Cash Dividends disbursed in June were 7% 
above the like period last year, thereby con- 
tributing to a total gain of 3% for six months. 
Largest six-months’ increase was 13.7%, by the 
oil refining industry. Payments by the chemical 
group were off 1.6%. 


* * * 


The F. D. |. C. reports that net profits of insured 
Commercial Banks reached a new peak last year 
at $751 million—an 18% gain over 1943. Interest 
rates are the lowest in history; but this has been 
more than offset by a record volume of investment 
holdings and a minimum of losses. 


* * * 


Recent happenings in the securities and money 
markets have occasioned a revival of the peren- 
nial suggestion that the long era of falling Inter- 
est Rates may be drawing to a close; but hard- 
headed investors are not taking the idea too 
seriously. So long as the war continues the Gov- 
ernment will want to float additional bond issues 
as cheaply as possible. Afterward will come the 
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Latest Previous Pre- 
Wk. or Wkh.oor Year Pearl PRESENT POSITION AND OUTLOOK 
— Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc July 28 159.2 158.9 161.5 141.8 
(M. W. S.)—I—np July 28 171.5 171.2 172.1 146.5 (Continued from page 558) 
~ | INDUSTRIAL PROD. (rb)—I—np June 222 226 235 174 big task of preventing a decline in Government 
Mining June 145 138 142 133 , h k ol follow: Id 
Durable Goods, Mfr, June 313. +326 354 215 bond prices such as took place following wor 
ger Non-Durable Goods, Mfr. June 173 173 169 141 war |. 
ce: CARLOADINGS—t—Total July 28 886 882 909 833 ee 
ook a |) ee lrelUc cCrlUC hlUC Furthermore, the Yield on High Grade Cor- 
jate- Gels jhe pe 28 68 69 57 43 porate Securities is not likely to turn upward 
until the volume of new security offerings, other 
f ELEC. POWER Output (K.w.H.)m July 28 4,439 4,385 4,391 3,269 than refunding, begins to expand faster than the 
ent | | | SOFT COAL, Prod. (st) m July 28 11.9 11.5 12.4 10.8 pool of investment funds. We do ot think this will 
bil- | FF Cumulative from Jan, | July 28 341 329 365 446 eventuate soon—certainly not under the present 
bil. ow one ae sume = hd wad 61.8 fad among high Washington officials to make 
the PETROLEUM—(bblis.) m negotiable securities less negotiable. 
ex- Crude Output, Daily 0. July 28 4.9 4.9 4.6 4.1 eee 
An Gasoline Stocks July 28 86.0 85.9 81.3 87.8 
de- Fuel Oil Stocks July 28 42.3 42.5 56.7 94.1 British and other foreign experiments in various 
F i i July 2 A 3 37.8 4.8 
Heating Oil Stocks —_———__— a Bo = = ; forms and degrees of Authoritarian Govern- 
LUMBER, Prod. (bd. ft.) m July 28 499 508 636 632 ment seem doomed to failure without, and prob- 
. Stocks, End. Mo. ibd. ft.) b.. June 3.1 32 3.2 12.6 elie cea: atl, tang: tg Ys Pena 
ons | — | STEEL INGOT PROD. (st.) m June 6.87 7.45 7.23 6.96| enterprise and capital. Of even greater import is 
ral | F Cumulative from Jan, I. June 43.2 36.3 45.1 74.67! going to be the example of material success set 
lu. ' | ENGINEERING CONSTRUCTION by American democracy, which may yet save civi- 
nal 4 AWARDS (en) $m Aug. 2 76.4 41.1 31.8 93.5 lization unless destroyed meanwhile by our new 
oss, | Fe Cumulative from Jan. I. Aug. 2 1,123 1,047 1,082 5,692 Atomic Bomb. Other nations will develop even 
will ; MISCELLANEOUS deadlier weapons. We have created a dangerous 
aid d Paperboard, New Orders (st)t........ July 28 128 122 140 165 plaything for the spiritually immature genus homo, 
oil. | pe ig tig yaa (st)t.. _ “7 2 od ie a unless civilians the world over soon gain and hold 
+i achine Tools, New Orders—m.. une : . : i : sis : 
Du : Whuhes, Gear Seow fees gol. Im. ptt 4.66 4.28 49% 8.14 | control over the professional military caste and its 
Do., Stocks, End Mo... 7 June 308 314 349 506 | propaganda. 
Cigarettes, Domestic Sales—b_. beri June 24.3 21.3 21.2 17.1 
Dw i Ag—Agriculture Dep't. b—Billions cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't., Jan., 1939—100. cd3—Com- 
JS- > | merce Dep't., 1939—100. cdlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. en—Engineering News-Record. 
fail I—Seasonally adjusted Index, 1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—1!00. Ib3—Labor Bureau, 1935-97—100. Ib4—Labor 
Bureau, 1939—100. It—Long tons. m—RMillions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Street, using Federal 
| | Reserve Board data. np—Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal 
@- | F | Reserve Board, Instalment and Charge accounts. st—Short tons. t—Thousands. tl—Treasury and Reconstruction Finance Corp. 
in- ‘ 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
v1 | | No. of cnmapennens Vi ted (Nov. 14, 1936, Cl—100) High py 
© | Issues (1925 Close—100) High Low July28 Aug. 4 100 HIGH PRICED STOCKS..._—_ 86.31 : : 82.28 
a | | 290 COMBINED AVERAGE _... 132.9 105.0 123.4 126.1 100 LOW PRICED STOCKS... 156.15 : : 148.85 
s == 
- 4 Agricultural Implements _.. 197.4 160.5 174.2 179.2 6 Investment Trusts = s—«4554.8 ; ; 49.9 
| 10 Aircraft (1927 Cl—100).._ 213.6 156.0 191.1 193.5 3 Liquor (1927 Cl—100)___._ 562.5 : ; 519.0 
. : 6 Air Lines (1934 Cl—100).. 877.5 559.6 740.5 752.4 8 Machinery _- Ss s«éd‘'/4«WI| ( , 163.3 
‘ 5 Amusement aes 92.3 78.9 84.7 88.5 2 Mail Order CS é 3 117.0 
13 Automobile Accessories _... 235.3 178.2 214.1 220.5 3 Meat Packing _.- S95. ; E 88.2 
cS 12 Aut bil 46.8 33.8 44.0 46.0 1 Metals, non-Ferrous _ 180.3 172.2 
d | 3 Baking (1926 Cl—100)...._ 16.6 14.3 15.7 16.0 3 Paper 23.9 ; : 21.8 
a 4 3 Business Machines 263.5 221.3 237.2 238.9 22 Petroleum Paes cl ; E 152.5 
g 2 Bus Lines (1926 Cl—100)... 160.8 123.5 137.9 139.3 19 Public Utilities 94.0 : ; 91.8 
t P 4 Chemicals’ 2 207.7 189.2 196.7 196.5 5 Radio (1927 Cl—100)__ 32.4 
ni 4 Communication 87.0 73.5 79.3 80.0 7 Railroad Equipment 83.3 
t i 13 Construction 53.1 42.3 ° 48.6 49.9 at Reikoads -— SES 
T Gonteiners, aoe S285 276.5 301.4 305.8 2 Shipbuilding —-._._ 115.6 
8 Copper and Brass 84.5 74.8 77.3 77.8 3 Soft Drinks _.. sss 443. 
2 Dairy Products «O78 47.6 55.5 55.6 2 Steel and Iron _________._ 100.6 
5 Department Stores = Smo 39.8 51.3 52.2 3 Sugar 68.0 
y 5 Drugs and Toilet Articles. 157.2 117.6 138.9 140.7 2 Sulphur 212.4 
: g 2 Finance Companies 265.3 222.1 239.1 245.0 3 Textiles 102.4 
f 7 Food Brands = Fone 134.5 154.0 156.9 3 Tires and Rubber _____. 38.3 
: 2 Pood sree on ORG 56.1 63.2 63.0 5 Tobacco 79.0 
: 4 Furniture 98.0 81.6 87.1 87.8 2 Variety Stores __ 287.4 
> 3 Gold Mining _._._____—- 1158.0 938.3 1037.7 1060.3 21 Unclassified (1944 ¢ Cl.—100) 126.1 
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Commodities, both spot and futures, have fluctuated within 
narrow limits since our last issue, with little net change on the 
fortnight. In a series of recent interviews the new Secretary of 
Agriculture, Clinton P. Anderson, has done much to clarify 
the food program and outlook. “| have no sympathy with 
the notion,” he says, ‘that it is any part of the function of a 
public official to protect the people from the truth. | promise 
to report whether shortages result from the failure of nature 
or from official negligence and stupidity (Amen! Ed). The 
world must realize that the demand for food exceeds the 
supply. America can't feed the world. We've got to make 
that clear from the outset or we are inviting an awful lot of 
misunderstanding, trouble and ill will. But we must do what 
we can.” “There will be little relief from the nation’s beef 





Trend of Commodities 


shortage until it can be determined whether this year’s stock 
feed output will be great enough for more cattle to be placed 
in feed lots. We do not want to create the same sort of 
situation we had in 1940—calling on everybody to feed 
chickens, cattle and hogs—unless we first determine we have 
something to feed them.” Present prospects are that ie 
tic, Ed.) food shortages will cont’nue for the rest of the von 
despite efforts of the Army to restrict its demands.” “The first 
move to increase future food supplies is to assure abundant 
production at home. To obtain this | promise that farm 
prices will be held at levels necessary to get record crops.” 
But “farm prices can not be expected to continue at present 
high levels after the war.” As to the latter, never were truer f 
words spoken. But for a few years, farm prices will be high, P 
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Spot Market Prices — August 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo.6 Mo. 1 Yr. Dec. 6 
Aug.4 Ago Ago Ago Ago Ago 1941 
183.8 183.4 182.2 156.9 183.6 183.6 183.6 
169.0 169.0 168.4 157.5 168.9 168.9 168.9 
194.0 193.4 191.6 156.6 193.8 193.8 193.8 


28 Basic Commodities......... 
11 Import Commodities . 
71 Domestic Commodities . 
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Average 1924-36 equals 100 


1945 1944 1943 1942 1941 1939 1938 1937 
High ... 101.70 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
Lew 93.90 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES J 


Date 2 Wk. 1 Mo. 3Mo.6 Mo. 1 Yr. Dec.6 | 
Aug.4 Ago Ago Ago Ago Ago 1941 § 
226.8 225.3 223.2 163.9 227.0 226.7 226.9 
209.3 208.8 207.5 169.2 209.0 208.9 209.1 
166.5 166.3 165.0 148.2 166.5 166.5 166.4 | 


7 Domestic Agricultural 
12 Foodstuffs ; 
16 Raw Industrials 














RAW MATERIALS SPOT INDEX 
MAY JUNE JULY AUG. : 
100 q 
' 
95 : 








RBA VPFET I al 


| 
INDEX 


MAGAZINE OF 
WALL STREET 


























14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1945 1944 1943 1942 1941 1939 1938 1937 
PRN ice 98.2 97.6 96.0 89.1 86.7 783 65.4 91.5 
Low - 96.7 94.9 89.3 86.1 74.3 61.4 57.5 64.7 
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F income will 
| growers. Last year, they received 
- $1.48 billion. 
' should get even more since crops 
| are bigger and prices higher. On 
' the other hand, despite somewhat 
| higher prices, income of cotton 
; growers will not match last year’s 
' take of $1.49 billion, owing to 
' the 10% reduction in plantings. 


| AUGUST 





Over $20 Billion Farm 
Income in 1945 
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tained in form of Government 
subsidies. Both the growers of 
food and feed grains will cash in 
more, as will tobacco growers who 
last year received $717 million for 
their product. Corn growers may 
constitute the sole exception. Corn 
sales so far have been outrunning 


' those of the comparable 1944 pe- 


riod but are likely to taper off 
sharply unless crop prospects im- 
prove. Another big share of farm 
go the vegetable 


This year they 


While overall farm income is 


| still tending higher, costs are also 


rising. Farm labor’ continues 
scarce and wages high. The latter 


| persist in their wartime uptrend 


and now stand at the highest 


F level on record. In fact, wage 
rates now paid are just about 
| double those paid three years ago. 
' But offsetting this, farm employ- 
> ment 


has been declining and 
around midyear, the total stood at 


» 10,994,000 persons employed on 
‘farms or about 214% less than 
| last year, and about 5% less than 
» in 1939. Naturally this has added 
' to pressure for higher wages. 
| They are the combined result of 
' scarce labor, high farm income 
_ and competition from high indus- 
| trial wage rates. 


Agriculture’s wartime showing 


'is a record of increased output 
with little expansion in acreage 
| and with less labor than prewar. 
' Output per worker was up due to 
E — pressure on existing lim- 
P ite 
| vields, greater mechanization and 


labor supply, good crop 


heavier use of fertilizer. The ap- 


- pended tabular summary of war- 
| time changes represents an excel- 
‘lent thumbnail analysis of war’s 
| effect on American agriculture. 


Farm income mounted steadily 


' and impressively, reflecting not 


only higher output but the fact 
that prices received by farmers 


| increased more than costs. More- 
' over, farm mortgage debt was 


markedly reduced, cutting down 
interest charges. Since the be- 


| ginning of the war to date, farm 


debt declined some 20% and now 


18, 1945 


stands at less than $5.25 billion, 
lowest since 1916. Against this, 
capital valuation of farm proper- 
ties over the last five years in- 
creased nearly $23 billion to some 
$65.7 billion. Deducting debt, this 
leaves an estimated net equity of 
over $60 billion, an increase of 
more than $26 billion during the 
past five years. In short, the war 
with its attendant strong uptrend 
in farm income has certainly 
placed agriculture in a far health- 
ier position than it enjoyed in 
quite some time. The question 
arises: How long will farm pros- 
perity continue? The answer is 
not too difficult. 

According to foreseeable de- 
mand prospects, strong demand 
for the fruits of the farmer’s la- 
bor should last at least another 
year, through 1946, possibly 
longer. Food demand the world 
over is acute, and until deficien- 
cies are fully met and war-af- 
fected foreign agricultures rehab- 
ilitated, the American farmer can 
look forward to excellent markets 
for most of his products. Inevita- 
bly, postwar demand will decline 
once this condition is met. It is 
not reasonable to assume that an 
output one-fifth higher than pre- 
war can be sold at double prewar 
prices, even should national in- 
come at home continue fairly 
high. 

Today, American agriculture is 
geared to produce about one- 
third more than average prewar 
output, and with more land, labor 
and machinery available after the 
war, productivity could probably 
be expanded at least 50% over 
the peacetime norm within a few 
short years. Obviously, farmers 
will want to continue producing 
at high levels; doubtless they 
wish to avoid any return to a 
policy of crop restriction. How- 
ever, many irreconcilable facts 
lie in path of attainment of such 
ambitions. 

We can hardly count, for any 
great length of time, on the kind 
of food export boom such as de- 
veloped after 
War when foodstuffs constituted 
a very substantial portion of our 
exports for a good many vears. 
And domestic demand will hold 
around present levels only under 
extremely prosperous economic 
conditions. Even then, coveted 
consumer durables such as auto- 
mobiles, radios and many others 
will compete strongly for the con- 
sumer dollar. Yet the farmer may 
well do better than prewar. The 
trend of agricultural policy in- 


the First World: 


NOTE—From time to time, in this space, 
there will appear an article which we hope 
will be of interest to our fellow Americans. 
This is number seventy-five of a series. 


SCHENLEY DISTILLERS CORP., NEW YORK 


High Up! 


We have frequently been embarrassed 
by people asking questions about the 
Empire State Building, where Schenley 
has its executive offices. So we con- 
cluded we had better do something 
about it. The facts and figures obtained 
about this world’s-wonder-structure are 
positively fantastic. No wonder people 
ask questions! And here we are, and 
didn’t know the answers. Shame on us! 


Do you know that the land and build- 
ing, at the corner of 34th Street and 
Fifth Avenue, cost $60,000,000; and that 
the height of the building is 102 stories, 
which include. 22 floors for a mooring 
mast for dirigibles? The famous obser- 
vation tower is exactly 80 stories above 
the street. In a normal peacetime year 
600,000 people visit the tower. This was 
stepped up to a million visitors during 
war years. 


And now that we have you thinking 
in figures, we find that there are over 
25,000 persons (tenants and employees) 
earning their livelihoods in this tower- 
ing structure. That’s like taking every 
man, woman and child out of Rochester, 
Minnesota (1940 census), where the fa- 
mous Mayo Clinic is located, and hous- 
ing them all in the Empire State Build- 
ing. And do you know that 55,000 per- 
sons visit the offices in this building 
daily and that the OPA, the ODT and 
WPB, employing approximately 5,000 
workers, have offices here. 


If you are interested in building con- 
struction, hearken to this: 10,000,000 
common bricks were used in building 
this tall-storied edifice; and 1,500 trades 
were represented at the peak of con- 
struction, when the payroll reached 
about $250,000 weekly! 


Schenley is proud of its “home” in 
the world’s greatest building. We’re 
tempted to build a “commercial” out of 
that, but we just won’t do it. 


MARK MERIT 


of ScHENLEY DisTILLERS Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave. N. Y. 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 











creasingly points to more or less 
permanent establishment of a 
two-price system, with the price 


floor rather than the price ceil- ' 


ing the dominant factor. Exports 
are stimulated by subsidies to 
avoid or minimize price-depress- 
ing surpluses. And, importantly, 
the law provides for support of 
agricultural prices around parity 
levels not only during the war 
years but for two years there- 
after. For the first two postwar 
years, then, farm prosperity ap- 
pears assured, if not around pres- 
ent peak levels than at least not 
very far below. For some five 
years, the farm market should be 
relatively stabie. 

Business and industry is alert 
to the excellent potentials of the 
American farm market. Manage- 
ment, far more than ever in the 
past, is thinking about producing 
for, and selling to, the farmer— 
fortified with some $12 billion 
wartime cash, some of which he 
is eager to spend. 

A recent Department of Agri- 
culture survey presented the first 
official estimate of what farmers 
are likely to spend in the postwar. 
According to this projection, con- 
struction of new buildings may 
take $1.2 billion annually for sev- 
eral years following the war. Re- 
pairs to existing building and 
equipment may take another $650 
million annually until deferred re- 
pairs and postponed improve- 
ments have been completed. More 
than $1 billion will have been set 
aside for purchase of passenger 
cars, trucks and tractors. 

According to the same authori- 
ty, purchases of household goods 
and appliances may at least equal 
the $500 million spent by farm 
families in 1940 and again in 
1941. Greater mechanization is 
expected to create a tremendous 
new market for mechanical tools 
and implements, a trend already 
hastened by wartime labor short- 
age. Also, the farmer will con- 
tinue to spend huge amounts for 
fertilizer, insecticides, animal and 
poultry medicines in the interest 
of efficient and profitable produc- 
tion. 

Farm electrification should make 
great progress; the average 
farmer now has ample money to 
install and use electric power. It 
will open up a vastly expanded 
market for all kinds of electric 
appliances, for power-driven tools, 
for modern lighting equipment, 
for heating, cooking and cooling 
appliances. 

Withal, the farm market is a 
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good postwar bet and companies 
catering to it, or planning to enter 
it, stand to benefit accordingly. 
The foregoing projection of po- 
tential farmer spending points out 
the fields where greatest opportu- 
nities may lie. 


The Oils — Now and In 
The Postwar 
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(averaging over 9 cents out of each 
dollar of sales) are largely rein- 
vested in the property along with 
undistributed net income, which 
last year was about 5 cents of the 
sales dollar. While stockholders 
have been rather shabbily treated 
by some of the big companies, with 
dividends held to a low lovel due to 
the desire to build up cash and re- 
serves, such policies have had 
cumulatively favorable effects over 
a period of years. 

Following a year of record oper- 
ations in 1944, profits for the first 
half of 1945 are estimated to show 
an average gain of some 15 per 
cent. Not very many corporate re- 
ports for the first half have ap- 
peared as yet but Standard Oil of 
California made a_ particularly 
good showing with share earnings 
of $2.12 as compared with $1.35 in 
the similar period of 1944; and it 
is estimated that Standard Oil of 
New Jersey’s earnings are up 
about 18%. Tide Water Associated 
earned $1.22 compared with 90 
cents, Phillips Petroleum reported 
$2.96 compared with $1.83 last 
year, and Skelly Oil $3.33 vs. $3.46. 

For other companies, only first 
quarter figures are currently avail- 
able. In the March quarter Stand- 
ard Oil of Ohio made 52 cents vs. 
49 cents; Atlantic Refining $1.51 
vs. 96 cents; Amerada $2.01 vs. 
$1.84; Barnsdall 46 cents vs. 43 
cents; Continental Oil 74 cents vs. 
68 cents; Mid-Continent 88 cents 
vs. 77 cents; Ohio Oil 52 cents vs. 
60 cents ; Plymouth Oil 48 cents vs. 
51 cents; Seaboard Oil 60 cents vs. 
37 cents; Shell Union 63 cents vs. 
51 cents; Texas Oil $1.09 vs. $1.06; 
and Union Oil of Cal. 38 cents vs. 
33 cents. Assuming that the calen- 
dar year as a whole makes as fa- 
vorable a showing as the interim 
results thus far published, 1945 
should establish new high levels 
for share earnings. 

Even if the war with Japan 
should end in the near future, the 
oil companies need have no recon- 
version fears. The Japanese war 
demands a greater amount of fuel 
oil than was previously expended 


for the European war. Even witha 
sudden end to hostilities in the Far 
East, an immense amount of fuel 
oil would be needed to bring the 
troops home and to salvage our 
equipment in the Orient. Undoubt- 
edly fuel oil and gasoline ration 
allowances would be increased as 
soon as possible and depleted 
stocks would be built up. More. 
over, next year, automobile pro- 
duction should really get under 


way and civilian consumption of F 


oil products improve markedly, 


Still a temporary readjustment f 
period is then in prospect, perhaps P 
lasting as long as one year, during f 
which demand may fall well below ff 
inflated wartime levels. However, | 
ultimate postwar demand should 


average well above prewar. 


There seems no reason to expect 
an end to the long term upward f 
trend of petroleum output and > 
sales of petroleum products. There Ff 
will be a great increase in peace- F 
time flying, both commercial, mili- f 
tary and private. Small civilian f 
planes will be further developed — 


for short range use. Automotive 


traffic should go to new record lev- F 
els as cars become available and f 
new highways are built; the jeep 


will be popular for country use. 


Standard Oil experts forecast 
that by 1950 the demand for do- [ 
mestic production of petroleum | 


may rise to nearly 1,900,000,000 


barrels, an increase of about 150,- | 
000,000 barrels over the wartime f 
peak and more than 300,000,000 F 
barrels above 1941. This is based f 
on an estimated rise in passenger f 
car registrations from around 24,- f 
000,000 to 34,000,000; a sharp rise [ 
in peacetime aviation require- [ 
ments; a 50% increase in the use | 
(to 3,500,000), F 
greater use of farm tractors, rail- 
road diesel engines and other oil or 


of oil burners 


gasoline driven machinery. 


An important earnings factor in 
the immediate postwar period will f 
be the substantial increase in de- | 
by thef 
Treasury Department. A number | 
of privately-owned plants have | 
been constructed during the war to 
aviation gasoline, oil 
products used in the manufacture 
of artificial rubber, etc., and con- [ 
siderable modernization work has f 


preciation allowances 


produce 


been done in existing plants. If the 
oil companies take full advantage 
of the substantial depreciation 
charge-offs on these buildings, per- 
missible after the war ends, earn- 
ings for tax purposes will be 
sharply reduced and big savings in 
income taxes thereby effected. 
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If so, it is possible that the de- 
preciation accounting in stockhold- 
ers’ reports might conform to 
usual practice, while taxes might 
be reduced sharply, in which event 
net income would rise sharply. An- 
other more conservative method, 
similar to that adopted by the util- 
ity companies, would be to make 
special charge-offs sufficient to off- 
set the non-recurring tax saving— 
but no more. At any rate, oil com- 


n of BE Pany reports after the war should 


be carefully analyzed for such var- 
jations. 
Two problems encountered by 


) hension, have been straightened 
' out. For a time there was a great 


despite the decline in new drilling 


| operations due to wartime condi- 
' tions, and despite huge wartime 
» demands, indicated crude oil re- 
serves have continued to rise, the 


‘lian © 1944 figure being 20,458,000,000 


barrels, compared with 19,025,- 


} 000,000 in 1940, 12,761,000,000 in 


™ ' 1930 and only 2,356,000,000 back 
€Vv- F in 1900. Moreover, there is a huge 
2 » amount of oil products recoverable 
JeeP F from shale and coal if our regular 
> supply should give out. 

cast FF 
Bo » are some 400 billion tons of oil 
' shalein this country, principally in 


It has been estimated that there 


Colorado, Utah and Wyoming, and 
new methods have been developed 


shale. However, the process would 


of oil, increasing our present 


that the opening up of additional 


may only be possible at higher 
than prevailing prices. 

While new drilling in 1942-3 
averaged only about half the pre- 
war activity, 1944 made a better 


ning ahead of last year. After the 
war a substantial increase in new 
drilling should mean a renewed 


» rapid increase in reserves, keeping 


pace with increased demands. 
Wells are now being drilled deeper 


| than ever before, oil is being pro- 


duced with less wastage, and scien- 
tific methods of exploration and 
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development make present re- 
serves more valuable than those of 
years ago. The present oil reserve 
(not counting shale or coal) is 
ample for about 10-12 years,-even 
if new discoveries should stop en- 
tirely. Of course, this doesn’t mean 
that this oil is all ready to be taken 
out of the ground—only that its 
existence has been estimated by 
scientific methods. New drilling 
(but not “wildcatting”) would still 
be necessary to develop these re- 
sources. 

Summarizing, the future out- 
look for the oil industry, both from 
a production and earnings view- 
point, appears favorable. Unfortu- 
nately, however, the industry is al- 
ways vulnerable to sudden discov- 
eries of new fields which may tem- 
porarily disrupt demand and sup- 
ply, cause price-cutting and in- 
creased government regulation. 
But while many “discoveries” will 
continue to be made, it appears un- 
likely that new fields of the calibre 
of East Texas will again be found, 
and even if they are, we now have 
considerable experience as to the 
best methods of dealing with 
over-production. Accordingly, the 
stocks of the better oil companies 
with substantial reserves—many 


of which appear reasonably priced 
on the basis of price-earnings ra- 
tios and yields —seem to offer 
good opportunities for the inves- 
tor interested in “growth” situa- 
tions. 

Current prices for oil equities 
appear to make full allowance for 
the prospect of temporarily declin- 
ing earnings during the transition 
period. Should crude oil prices be 
permitted to rise, as the industry 
keeps urging, a substantial ad- 
vance in prices of oil company 
shares would be a natural conse- 
quence, particularly of those ac- 
tive as producers. Thus far at- 
tempts to lift crude prices have 
been unsuccessful. OPA is cur- 
rently considering the long-de- 
bated issue and a final decision 
probably will be reached shortly. 
For the moment, at any rate, most 
oil shares are modestly priced in 
relation to current earnings and 
favorable longer term growth 
prospects. 

An important cloud on the hori- 
zon, however, are the political fac- 
tors long present in the oil indus- 
try picture. Present Government 
control over the industry through 
various agencies is scheduled to 
last only for the duration. What 
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the actual status will be after the 
war cannot be predicted. Several 
attempts have been made in the 
past to proceed against the indus- 
try under the antitrust laws, and 
final disposition of a huge antitrust 
suit now pending (with action 
postponed for the duration of the 
war) is yet to come. 

Whatever its outcome, it ap- 
pears a reasonable assumption 
that regulation of the industry will 
be maintained in some form or an- 
other and that it will be at least as 
strong as in prewar years, but 
possibly even more far-reaching. 





Clues to 1945 Earnings 
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pany’s crude oil and natural gas 
reserves. 

Another oil company, Tide 
Water Associated Oil Co., netted 
$1.22 a share in the first half year 
against ninety cents in 1944, on 
gross revenues of $131 million 
versus $116.7 million last year. 
Net production of crude oil rose 
by over two million barrels. 

Bethlehem Steel in the second 
quarter earned $2.15 a _ share 
against last year’s $1.71; results 
for the first six months were 
$4.18 versus $3.32. During the 
first mentioned period, net billings 
declined to $398 million as against 
$471 million; the profit gain re- 
ported was mainly due to smaller 
depreciation and depletion charges 
and a decline in tax provisions. 
The same roughly applies to the 
six months results. In short, in- 
come from operations declined but 
net rose due to the aforemen- 
tioned factors. The company, in- 
cidentally, for the first time since 
the war experienced a drop in un- 
filled orders, reflecting cancella- 
tion of Government contracts. Its 
backlog on June 30 amounted to 
$995 million, off nearly $200 mil- 
lion from thee March 31 figure. 
Of the total decrease, $100 million 
was due to completion of shipyard 
work and $60 million to cutbacks 
in war orders; the rest was ac- 
counted for by a decline in book- 
ings of new steel business. 

As to volume trends, second 
quarter returns reflect a good 
many declines due to cutbacks and 
cancellations, but increases were 
still in the majority. Sales of 
Allis Chalmers during the period 
dropped about $10 million to $87 
million; as a consequence, per 
share net declined to $0.94 from 
$1.17. An opposite case is U. S. 
Hoffman Machinery whose sales 
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rose from $8 to $17 million for the 
respective six months periods ; net 
earnings as a result were $1.15 
versus seventy-four cents a share. 

General Foods in the wake of 
sharply expanding volume man- 
aged to raise net from 99c during 
the first six months in 1944 to 
$1.44 in 1945, Standard Oil of 
California from $1.35 to $2.12, 
Devoe & Raynolds from sixteen 
cents to forty-four cents on the 
Class B stock. Volume of Dow 
Chemical expanded moderately 
from $120 million to $124 million 
during the six months period but 
per share net dropped from $6.34 
to $6.02, chiefly due to the impact 
of higher taxes. Celotex earned 
thirty cents per share compared 
with last year’s seventeen cents 
on volume that was little changed ; 
for the second quarter alone, the 
showing was 17c versus 12c. 

Clark Equipment’s per share 
earnings for the first six months 
dropped to $3.80 from last year’s 
$5.32, the result of sharply lower 
operating income, down almost 
50%. Resultant halving of tax lia- 
bilities averted a worse drop in 
final net, illustrating the practical 
and beneficial workings of the tax 
cushion. 

Industrial Rayon Corp. man- 
aged to boost operating profit by 
about $1 million during the six 
months period but due to sharply 
higher amortization charges, net 
profit widened only little and after 
payment of an increased amount 
of preferred dividends, per share 
earnings were actually lower, 
$0.91 against $1.09. Per share net 
for the second quarter alone was 
46c versus 56c. 

All these examples serve to em- 
phasize the widely divergent 
trends characteristic of corporate 
results so far this year. The ir- 
regularities observed are likely to 
deepen during the remainder of 
1945 though overall industry 
changes may not be too drastic, at 
least while the war effort con- 
tinues. However, a progressively 
greater volume of cutbacks must 
be expected, and with reconver- 
sion getting under way only slow- 
ly, these will leave their imprint 
on corporate income reports. 
Should the war in the Pacific end 
suddenly, repercussions will be all 
the more drastic. 

Broadly speaking, the second 
half of the year should witness 
not only a further slowing or a 
halt in the upward trend of cor- 
porate income as a whole but pos- 
sibly, perhaps quite probably, a 


reversal. With vast war contracts 
now tapering off sharply, the re. 
lationship of costs and prices is 
increasingly becoming a primary 
problem. Prices are held more or 
less rigid but costs are bound to 
bulk larger as volume contracts, 
The tax cushion of course will ab. 
sorb a good deal of the impact on 
final net but it cannot offset it 
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wholly. That is, while it can keep f 
many companies out of the ref 
during the process of transition, F 


it cannot create profits. 


At any rate, depending on thef 
extent of contraction our economy f 
faces in the period ahead, the out- f 
look is for increasing irregularity F 
in corporate income trends from} 
now on. For the investor to meet} 
this prospect calls for heightened > 
selectivity in his near-term deci-} 
sions, for income trends no doubt § 


will find reflection 
prices of equities. 





Divergent Trends in Steels 





(Continued from page 542) 


have relatively small reconversion 


problems, but their current inabil- f 
ity to supply adequately the al-f 
ready “transitioning” automobile} 


industry has caused a serious bot- 
tleneck. As fast as military de- 
mand eases, producers of civilian 
durables and the building indus- 
try will press for deliveries, to 
mention just a few outstanding 
client industries. Specialists like 
Acme, Sharon, National, and Re- 


ate resumption of normal trade 
when conditions permit, and post- 
war demand for light steels prom- 


result of technological improve- 
ments in alloys and increased uses 


than the exigencies of war have 


required. Volume of the large roll- | 


ing mills is bound to contract 
drastically as demand for armor 
and ship plates drops and while 
readjustments are in _ process. 
Overall reconversion costs of the 
steel industry are estimated at 
about $200 million, including re- 
pairs, adjustments of machinery 
and realignment of fabricating 
departments, but these costs are 
less than 10 percent of the indus- 
try’s outlays and Government ex- 
penditures for wartime steel ex- 
pansion. 
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Postwar demand for heavy steel 
will be substantial, although far 
less than in war years, and ab- 
sorption of reconversion costs will 
be facilitated by tax credits re- 
cently granted to cover legitimate 
expenses in this category. Also, 
there are sizable reconversion re- 
serves. Aside from the production 
lag involved, transition will bring 
no serious problems to the heavy 
steel makers, for in this group are 


' included manufacturers of rails, 


pipe, structurals and other heavy 
steel products, deferred demand 
for which will be enormous. 


Competition in postwar years is 
bound to be lively, and by no 
means confined to inter-company 
struggles, for experience bred of 
war has pushed many other ma- 
terials into the foreground. As for 
potential price cutting, a practice 


| traditionally employed by the 
' steel industry to stimulate sales 





' steel, but 
_ strength and quality minimize the 


_ in dull times, a promising level of 


demand after the war should tend 


to stabilize the price structure on 


a sounder basis. Also, the trend in 


' recent years has been to expand 


volume by further integration and 


| diversification through manufac- 


ture of numerous civilian dur- 


_ ables, a trend highlighted by the 


far-flung activities of U. S. Steel 
with its vast interests in income- 
producing subsidiaries. New uses 
for plastics, glass, plywood and 
light metals will in time create a 
certain competitive factor for 
comparative costs, 


| potentials. Not only is steel the 


cheapest of all metals but as a re- 


_ sult of research, over 100,000 al- 


-f— loys are available with excellent 














_ competitive characteristics. Steel 
' Managements generally profess 
*} small concern over competition 
‘| from other materials. 


By and large, the steel industry 


| enters the transitional stage with 
| expanded and modern facilities, 


senior securities reduced or re- 


| financed at low rates, working 


capital at peak levels, and with 
many new processes to exploit 
waiting markets. With manage- 
ment generally of highest calibre, 
a constructive view of future po- 
tentials is warranted, as the han- 
dicaps now facing the industry 
may well be of transient charac- 


| ter only. 


Prices of steel shares during 
most of the war period have not 
kept pace with the general mar- 
ket uptrend, reflecting tax-re- 
duced earnings and a measure of 
doubt as to the postwar outlook. 
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The Ten-millionth Ton 


From Pearl Harbor to April, 1945, Armco produced ten 
million tons of steel ingots for America’s war effort. 


Despite the absence of thousands of experienced workers 
who were called to the colors, Armco men and women continue 
to break production records. Evidence of their determined 
effort is their remarkably low level of absenteeism. 


Through more than four decades of constant growth, 
Armco has recognized its stewardship of the interests of 
shareholders, employees and customers. Every step, every 
decision, every policy has been pointed at their common 
interests. 

Born in a period when steel was “just steel,” Armco pio- 
neered in the development and improvement of special-purpose 
sheet steels —a “tailored” grade for every important use. 
Many industries benefited from this, among them the auto- 
motive, household appliance and farm equipment industries. 
There will be a tremendous pent-up demand for sheet steel 
after the war, and Armco will be ready to meet it with the 
most complete range of sheet steels in the industry. The 
American Rolling Mill Company, 2011 Curtis Street, Middle- 
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town, Ohio. 


SPECIAL-PURPOSE 





FOR EXPORT: THE ARMCO INTERNATIONAL CORPORATION 


THE AMERICAN ROLLING MILL COMPANY 






SHEET STEELS 





During the past half year, how- 
ever, more confident appraisal 
of the outlook has materially 
strengthened prices of certain con- 
cerns, and with considerable jus- 
tice. Even so, the steel group is 
still far behind the market and 
thus, despite the drab near-term 
outlook for earnings, selected 
equities are not without long- 
term attraction, particularly the 
makers of light steel and alloys, 
of steel pipe and rails, and the 
leader of the group, U. S. Steel, 
with its vast integration and diver- 
sification of facilities. On the 


whole, price-earnings ratios are 
modest and dividend yields in 
many instances attractive. 





Evaluating the Metal Stocks 
Today 





(Continued from page 548) 


This prospect would seem to 
warrant some eventual increase 
over the present 12-cent ceiling 
price for copper, and over the prvu- 
portionately moderate ceilings for 
the other metals. But how fast 
can it come? And how much 
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might it amount to? Nobody can 
foresee the answers now. 

Suppose that postwar consump- 
tion of newly mined metals is 
30% to 50% larger than in the 
prewar year 1937 — projections 
more or less in line with hoped- 
for general business activity. Will 
earnings be proportionately better 
than they were in 1937? That’s 
another question nobody can an- 
swer. The odds are against it, or 
so it seems to this writer on the 
present perspective. Indeed, even 
on that excellent volume, it is at 
least possible that earnings might 
be considerably lower than in 
1937. Why? Because prices and 
costs and taxes make a world of 
difference. 

Costs will be must higher than 
in 1937. It is problematical whe- 
ther prices—for instance, copper 
got to about 16 cents a pound in 
1937—will be as high. Federal in- 
come taxes, even after allowance 
for the depletion offset granted 
mining, will at a minimum be over 
double the rate of 1937. For ex- 
ample, to cite a typical large com- 
pany, Kennecott’s income taxes in 
1937 approximated 15% of pretax 
net, against about 47% last year. 
Incidentally, because of their rela- 
tively sheltered wartime tax posi- 
tion, earnings can not be signifi- 
cantly tax-cushioned during the 
transitional period for metals 
companies. 


Another uncertainty of consid- 
erable importance is the long-run 
effects of the recently voted ex- 
tension of the Reciprocal Trade 
Act for three years from June 11. 
The State Department, under this 
Act, has the power to reduce the 
import duties prevailing last Jan- 
uary 1 by up to 50% in negotiat- 
ing trade agreements. Tariff cuts 
thus made apply to most other 
nations under the “favored na- 
tion” treatment. 

We can expect that the State 
Department will act in the inter- 
est of our national economy, but 
to take the broad view in so do- 
ing. That does not preclude dam- 
age to certain individual indus- 
tries; and non-ferrous metals 
might be among them. It is a 
tariff-protected industry and for- 
eign costs are much lower than 
here. The duty on copper, though 
called an excise tax, is 4 cents a 
pound. The normal duty on lead is 
1.7 cents a pound, on zinc 1.4 
cents a pound, though present 
wartime emergency duties are 
lower than that. 

Copper producers claim that do- 
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mestic copper ore averages only 
32 pounds to the ton, against 80 
pounds for Rhodesian ore, 88 
pounds for International Nickel 
and 128 pounds for Katanga. 
Wages of American copper miners 
run from $7.50 to $8.25 a day. It 
is reported to be $2.50 a day in 
Chile, $1.64 in Peru, 75 cents in 
the Belgian Congo, $3.60 to $6.20 
a month in North Rhodesia. Lead 
cmpanies contend that average 
domestic production costs are 8.25 
cents a pound. Mexico can deliver 
lead here profitably at 6.5 cents; 
Canada and Australia at 5 cents. 
The Zinc Institute asserts that 
both ore grades and labor costs 
give foreign producers a strong 
advantage. 


Here again, as on the matter of 
surplus disposal and stockpiling, 
this industry is up against a very 
important degree of “political 
management.” Even if one had 
considerable faith in the inten- 
tions and wisdom of said “man- 
agement,” nevertheless it would 
have to be conceded that it is a 
factor of uncertainty. Unless 
there are offsetting considera- 
tions, not apparent in this in- 
stance, the writer would prefer to 
steer clear of industries in which 
there is a big angle of “what will 
the Government do?” 

Coming down to individual com- 
panies, among the leading coppers 
tnere is relatively little difference 
in over-all investment quality. 
Anaconda’s mining capacity is 
roughly two-thirds foreign, Ken- 
necott’s one-third, Phelps Dodge’s 
virtually all domestic. It is hard to 
say whether a large foreign out- 
put, over the long term, will be an 
advantage or disadvantage. In 
fabricating facilities, Anaconda 
has much the strongest position. 
As compared with these three, all 
other copper companies are either 
secondary (by a wide margin) or 
marginal. 

None of the large metals com- 
panies, and few of the small ones, 
are dependent solely on one metal. 
The names usually derive from 
the chief metal. Most of the larger 
copper companies produce gold, 
silver, lead and zine as by-prod- 
ucts but do not mine these metals 
independently of copper. In some 
mixed situations, output of gold 
and silver is normally a big profit 
item. That is especially true of 
U. S. Smelting, Refining & Min- 
ing Company—which is mainly a 
miner, despite the name—and of 
Howe Sound. In both instances 
earnings are far below the best 


prewar levels, with good prospects 
of important recovery, though 
probably by no means recapture 
of full former profits. The stocks, 
anticipating recovery as labor con- 
ditions ease, are not nearly as de- 
pressed, however, as earnings, al- 
though Howe Sound is only at 
about 40% of its 1937 high, in 
which year it earned over $10 a 
share and paid out $6. As a min- 
ing speculation, this lightly capi- 
talized company may have more 
dynamic long-term possibilities 
than any other stock in the ac- 
companying tabulation, but the 
risk factor is rather large. 


Among other companies some | 


of the best situated are American 
Smelting (mainly custom smelt- 
ing and refining, though with 
some mining interests) ; Interna- 
tional Nickel (dominant in nickel, 
strong position in low-cost cop- 
per, largest producer of platinum 
and related metals); American 
Metals (customs smelter and in- 
vestment trust holding large for- 
eign interests in copper, lead, zinc, 
wold and silver); Climax Molyd- 
dennmm (dominant world factor in 
molybdenum, one of the most im- 
portant alloying metals); New 
Jersey Zinc (largest domestic pro- 
ducer of zinc, with lesser interests 
in lead, gold and copper) ; and St. 
Joseph Lead (largest producer of 
lead, with important zinc output 
also). 





Office Equipments Under 
Reconversion 





(Continued from page 550) 


volume increase likely to follow, 
tending to reduce unit costs. Defi- 
nitely well improved earnings may 
be achieved by makers of more 
costly machines, for the technical 
complexities of these devices nat- 
urally permit wider profit mar- 
gins, and where quality has been 
proven, price becomes a minor 
consideration. 

Granted that if the postwar ex- 
perience of the industry brings 
ample volume and relief from 
taxes, net earnings of the indus- 
try will be excellent, but the dura- 
tion of this prosperous period will 
be strongly conditioned upon a na- 
tional income sustained at high 
levels, for business of the office 
equipment makers declines with 
exaggerated velocity upon the ar- 
rival of bad times. During such a 
period, customers tend to with- 
draw from the market in haste, 
preferring to slide along with ob- 
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solete or worn-out equipment until 
the economic weather clears. 
Under the circumstances, it is not 
surprising that net earnings and 
share prices of many concerns in 
this industry tend to fluctuate 
widely. In exceptional cases, how- 
ever, like that of International 
Business Machines, which derives 
a major share of income from ren- 
tals rather than from outright 
sales, an outstanding record for 
stable earnings through the most 
difficult economic periods has been 
established. But generally speak- 
ing the industry is extremely sen- 
sitive to wide swings in general 
business activity, imparting a 
strong speculative characteristic 
to its securities. 


Two other outstanding factors 
will affect net earnings from the 
current period on for several 
years; merchandising costs and 
excess profit taxes. Keen compe- 
tition and the highly technical na- 
ture of the machines sold and ser- 
viced entail heavy sales expense, 
normally about equal to factory 
costs. In postwar years when the 
Government no longer is the chief 
customer, merchandising costs are 
sure to rise fast. Expense of re- 
establishing and expanding for- 
eign trade, also, after nearly five 
years of interruption will be un- 
usually heavy. With overseas com- 
petition greatly contracted by the 
war and worldwide latent demand 
substantially on the up and up, 
the opportunity to capture mar- 
kets in Europe and in Latin- 
America will warrant much above 
average promotional exnense. 

As long as the war with Japan 
continues, EPT will as heretofore 
limit net earnings but it will also 
cushion net against serious de- 
clines during the period of transi- 
tion. Eventual elimination of this 
tax at the conclusion of hostilities 
will broaden profit margins for 
most concerns in the industry; a 
notable example is International 
Business Machines which in 1944 
paid EPT taxes of nearly $23 mil- 
lion or equal to about $20.90 per 
share. 

Wartime earnings retained in 
the business have improved the 
working capital position of the 
office equipment makers generally, 
a circumstance likely to prove 
beneficial during the approaching 
period when inventories will have 
to be built up during the competi- 
tive struggle. If, however, addi- 
tional capital appears necessary, 
the easy money market and the 
simple capital structures charac- 
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teristic of the industry should fa- 
cilitate the process. Only one 
major unit in the industry, Rem- 
ington Rand, now has outstanding 
both funded debt and preferred 
stock. 

Prices for business equipment 
shares have risen consistently 
during the war period, rather 
faster in fact than those of other 
industrial groups, due mainly to 
investor confidence in both war- 
time progress and in rather 
clearly marked peacetime growth 
potentials. Price-earnings ratios, 
accordingly, for some time past 
have been relatively high, except 
for shares of a few concerns like 
Remington-Rand and Smith-Cor- 
ona, where military production 
has importantly sustained net 
earnings and where postwar com- 
netition may be unusually keen. 
But even in such instances, yields 
now obtainable are not very at- 
tractive, having ‘declined below 
4% in the majority of cases with 
4.7% topping the group. 

More recently, however, market 
performance has turned sub-aver- 
age rather than above average as 
during 1944, reflecting not onlv a 
natural reaction following nrevi- 
ous market action but also mount- 
ing cutbacks in armament orders 
and the lam in normal production 
to take un the slack. On the whole, 
current prices are well below pre- 
war hichs and certainly not with- 
ont enhancement potentials, once 
the industrv swings fullv hack to 
reonlar business and tackles the 
verv considerable deferred de- 
mand that has aecenmulated dur- 
ine the war vears the world over. 





Onnertunities for Income 
and Annreciation in Bonds 
and Preferred Stocks 





(Continued fram page 551) 
RRATZILIA®! RONDPS: Tho Tinited 
States of Rvra7zil. through its act- 
ino treasury deleoate, Mario da 
Camara, is notifying all holders 
of outstanding bonds in the 
Tinited States that the offer of 
debt readinstment previously ex- 
tended to June 30. 1945. has been 
furtheer extended to December 
31, 1945. A revised prosnectns has 
been prepared and is available to 
anv holder who mav wish to make 
the exchange for the new 3% % 
honds in accordance with the 
terms of Plan B. 

CALLED BONDS: Republic of Pan- 
ama has called $112,000 of its 26 
year 314% external series B 
bonds which mature in 1967 










HEAD OF THE: 
- BOURBON FAMILY 









Bottled in Bond—100 Proof—Old 
Grand-Dad is a prime example of the 
distiller’s art. A whiskey in which 
nothing has been spared that might 
add to the bourbon-drinker’s delight. 
Head your next list of guests with the 
Head of the Bourbon Family. 


KENTUCKY STRAIGHT BOURBON WHISKEY 
100 Proof - Bottled in Bond 
National Distillers Products Corp., N.Y. 
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NOW MAKING WAR PRODUCTS 





DIVIDEND ON 
COMMON STOCK 


The directors of Chrysler Corporation 
have declared a dividend of seventy- 

e cents ($.75) per share on the 
outstanding common stock, payable 
September 14, 1945, to stockholders 
of record at the close of business 
August 20, 1945. 


B. E. HUTCHINSON 
Chairman, Finance Committee 
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through the National City Bank 
of New York. The bonds were 
drawn by lot and holders will be 
notified to present same for pay- 
ment on September 15, 1945 at 
10214. Holders of this issue may 
write to thee National City Bank 
for the list of numbers of the 
called bonds if they do not receive 
a notice. 

Bethlehem Steel Corporation 
has called for redemption on Au- 
gust 24, 1945, all of its Consoli- 
dated mortgage 20 year sinking 
fund 3% bonds due 1960, series 
G, at 103 and interest. The com- 
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Today the veterans of our Euro- 
pean victories are sailing to final 
triumph in the Pacific! Mean- 
while patriotic American indus- 
trial leaders are following a 
full-speed-ahead program to 
hasten peace through the Payroll 
Savings Plan! 

From coast to coast, veteran 
Bond salesmen—and women— 
who put over the Mighty 7th, 
are once more mustered into ser- 
vice for plantwide selective re- 


solicitation campaigns. These 
special efforts to keep employee 
Bond buying at a maximum are 
directed toward two major ob- 
jectives: 


A To hold every new 7th War 
Loan subscriber on the Pay- 
roll Savings Plan books— 
maintaining and, wherever 
possible, increasing present 
Bond allotments. 


B To convince all regular sub- 





scribers who recently stepped 

up their Bond buying, of the 

many advantages of continu- 

ing on this foresighted, extra- 

Bonds-for-the-future basis. 
Back up our fighting men who 
have won one war—and will win 
another. Use selective resolici- 
tation to make your Payroll Sav- 
ings Plan more effective—put a 
tighter rein on inflationary tend- 
encies—build peacetime pros- 
perity. 


The Treasury Department acknowledges with appreciation the publication of this message by 


THE MAGAZINE OF WALL 


STREET 





This is an official U. S. Treasury advertisement prepared under auspices of Treasury Department and War Advertising Council. 
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pany has also called for redemp- 
tion on the same day ail of its 
314% sinking tund 2d year bonds 
due 1909, series H. Payment tor 
both issues may be obtained at 
the company’s office in New York. 





Currency Revaluations 
Ahead? 


(Continued from page 529) 


be revalued at $1.29 per ounc to 
some $4vU million. Against this 
amount the ‘Lreasury will then 
issue silver certiticates which will 
gradually be put into Circulation. 

More recently the Silver Sena- 
tors have been aiter a more sub- 
stantial “gesture.” Senator Mur- 
dock Irom Uvan 1s asking Ior tne 
monetization of the 9vu million 
ounces of silver that wiil be re- 
turned one of these days from 
war plants. This move would even- 
tually create apout $1,1/0 milion 
of silver certificates—a nighuy in- 
tlationary step under more normal 
circumstances. 

Do these moves help silver? The 
monetizing, or “the coining of 
seignorage” as it is sometimes 
calied, does not put any money in 
the pockets of silver producers. lt 
does, however, show the folks at 
home that something is being 
done in Washington for their fa- 
vorite metal. kurthermore, the 
monetization means that the 
Treasury will have no “free sil- 
ver” with which to help out in- 
dustry in the future, outside of 
about 320 million ounces that are 
earmarked for subsidiary coinage 
and possible lend-lease. Industrial 
users will be entirely dependent 
upon foreign silver, since presum- 
ably the domestic output will be 
absorbed by the Treasury. This 
gives a certain amount of support 
to the post-war silver market and 
to the price. Meanwhile, there is 
a slight chance ‘that the use of 
silver as money may be revived in 
China, where paper money has 
become practically worthless. 








10 Selected Stocks for 
Speculative Investment 





(Continued from page 536) 
COLT’S PATENT FIRE ARMS MAN- 
UFACTURING COMPANY: While 
deficit operations in 1944 occa- 
sioned discontinuance of divi- 
dends for that year and early re- 
sumption of payments is not ex- 
pected, the good earnings and 
dividend record of the company 
in normal times, and the histori- 
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cally low price of the capital 
stock, makes the equity attractive 
for long term holding. 

Prior to the war, the company 
was a leading factor in the pro- 
duction of firearms. Supplement- 
ary lines included plastics, dish- 
washing machines and electrical 
equipment. The company’s inter- 
ests in the electrical equipment 
field, however, were sold in 1944. 

Contract shifts, higher wage 
costs and non-recurring losses re- 
sulted in a $3,662,000 deficit in 
1944, before an approximately 
$3,000,000 carryback tax credit. 
With costs under better control 
now, a profit of $563,000 before 
taxes was realized in the first 16 
weeks of 1945. However, since 
costly engineering and retooling 
work is now in progress, full year 
results might reflect another def- 
icit, although substantially re- 
duced. 

With earnings for the period 
1936 to 1939 inclusive averaging 
$5.62 per share and results for 
the year 1941 reaching the high 
level of $12.78, the company has 
demonstrated a large prewar 
earning power, and is expected to 
do so postwar. Barring the pres- 
ent year and 1944, when no divi- 
dends have been paid, disburse- 
ments over the past ten years 
have ranged from $2.50 paid in 
1936 to the large distribution of 
$8.50 made in 1941. 

Selling only four points above 
the 3214 low of the past ten years 
and 6114 points below the high 
for the same period, Colt’s Patent 
Fire Arms capital stock would 
seem to offer unusually large price 
appreciation potentials. 
NATIONAL DEPARTMENT 
STORES: The common stock of 
National Department Stores is 
selling over four points below the 
high of this year and over two 
points below the net per share 
working capital value of $25.28. 
Position of the common has been 
improved through a $5,523,000 re- 
duction in debt and preferred 
stock outstanding, and earnings 
currently and during the war 
years figure over three times the 
1936-39 average of .$87. Yield is 
nearly 5% on indicated $1.00 divi- 
dend disbursements for 1945. 

The corporation operates 14 de- 
partment stores throughout the 
United States, about half of them 
located in industrialized territor- 
ies, and the stores for the most 
part featuring popular priced 
merchandise for the working 
classes. 


Reflecting strengthened fin- 





“THE DOW THEORY 
BAROMETER” 


A weekly service pre- 
dicting future trends in 
the stock market by an 
expert on Dow’s theory. 


Send $1 for Four Weeks’ Trial 


GAYLORD WOOD 


204-M Inland Building : Indianapolis 
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Notice: 


BURLINGTON 


MILLS CORPORATION 


The Board of Directors of this Corporation 
has declared the following dividends: 
4% CUMULATIVE PREFERRED STOCK 
65 3/5 cents per share 
COMMON STOCK ($1 par value) 
25 cents per share 





Each dividend is payable Sept. 1, 1945, 
to Stockholders of record at the close 
of business August 15, 1945, 


WILLIAM S. COULTER, Secretary 














ANACONDA COPPER MINING CO. 
25 Broadway 
New York 4, N. Y., yay 26, 1945 


Dividend No. 149 


The Board of Directors of the Anaconda 
Copper Mining Company has declared a 
dividend of Fifty Cents (50c) per share 
upon its Capital Stock of the par value of 
$50. per share, payable September 26, 1945, 
to holders of such shares of record at the 
close of business at 3 o’clock P.M., on 
August 31, 1945. 


C. EARLE MORAN, Secretary 
Preferred Dividend 


E CAN COMPANY, Inc. 
A reguiar quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable October 1, 1945, to 
stockholders of record at the close of 
business September 15, 1945. Books will 
not close 

SHERLOCK McKEWEN, Treasurer. 


ie 
E CAN COMPANY, Inc 
The tnird quarter Interim dividend of 
twenty-five cents (25¢) per share on the 
common stock of this Company has been 
declared payable September 15, 1945. to 
Stockholders of record at the close of 
business August 25, 1945 Books will not 


close. 
SHERLOCK McKEWEN. Treasurer 


























ances through partial retirement 
of the 6% preferred in 1943 and 
1945, resumption of dividends in 
1943 and the sharp expansion in 
earnings currently running at an 
annual rate of around $3.57, the 
common shares have advanced 
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from a ten year low of 3 in 1940 
to a recent high of 2234. 

Present quotations do not fully 
reflect postwar sales and earn- 
ings potentials nor the immediate 
strong earnings and the net work- 
ing capital position of the com- 
pany; this partly because of the 
already large advance in the stock 
and the market uncertainties, 
partly because of the possibility 
of some temporary let-down in 
sales immediately after Japan 
falls. Nevertheless, the issue 
should eventually command con- 
siderably higher prices as favor- 
able postwar potentials reassert 
themselves. 

OLIVER CORPORATION: By ac- 
quiring the Cleveland Tractor 
Company in October of last year, 
Oliver Corporation materially 
broadened its sales and earnings 
base. The company has substan- 
tially improved its working capi- 
tal position and debt has been 
retired over recent years so that, 
once burdensome taxes are re- 
duced following end of the Jap- 
anese conflict, the company should 
capture a fair share of the indi- 
cated large agricultural equip- 
ment business in the postwar era. 

While war production held un- 
changed and civilian line business 
expanded sharply in the fiscal 
year ended October 31, 1944, prof- 
its declined moderately to $2.60 
per share as compared with $2.85 
earned in the previous 12 months 
period. Exhaustion of the EPT 
carryover credit, ceiling prices 
and higher costs were the reasons 
for the decline, a trend which is 
likely to pursue over the inter- 
mediate term. As a result, the 
common shares are more apt to 
prove moderately reactionary in 
price for a period, than to regis- 
ter further advance above the re- 
cent high. 

However, considering the 
bright potentials for markedly ex- 
panding earnings postwar as a 
result of the improved position of 
the company, tax reduction, high 
Jevel of farm income, and foreign 
demand, the stock should work 
appreciably higher over the longer 
term. 

YALE & TOWNE MANUFACTUR- 
ING COMPANY is the second larg- 
est domestic manufacturer of 
locks and builders’ hardware, also 
producing bank protection equip- 
ment and industrial products such 
as chain blocks, rotary numps and 
electric trucks. In addition, the 
comnany manufactures special 
war items including Radar equip- 
ment and gun-firing mechanism. 
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The lock and builders’ hardware 
division is by far the largest pro- 
ducing around twice the sales vol- 
ume of any other department. 
Save for a moderate setback in 
overall dollar sales in 1938, vol- 
ume has expanded steadily since 
the prewar prosperity years, ris- 
ing from $15,300,000 in 1936 to 
the high figure of $55,485,000 in 
1944. From an average per share 
earnings level of $1.86 for the 
years 1936 to 1939 inclusive, prof- 
its increased by 1944 to $2.95. 
With Radar equipment needs re- 
maining large and normal line 
production expected to offset cut- 
backs in other war items, earn- 
ings for 1945 should hold close to 
1944, results and dividend dis- 
bursements should equal the $1.00 
paid each year since 1939. 

While from an _ intermediate 
term standpoint, the temporary 
restrictions upon new building 
construction will retard normal 
sales, the anticipated postwar 
multi-year building boom should 
lift regular line sales and earn- 
ings considerably higher than im- 
mediate or prewar levels, as to 
justify substantially higher prices 
for the common stock over the 
longer term. Currently, the stock 
is selling less than three points 
above its net working capital per- 
share value of $33.86, and 26 
points below the ten year high 
made in 1937, when earnings were 
$2.72 per share, less than the 
current rate. 

That the stock is not currently 
selling more in line with apparent 
postwar potentials is no doubt due 
to several factors; one is the al- 
ready over 100% advance since 
its ten-year 1941 low of 15. An- 
other is that with the fall of 
Japan, the decline in the com- 
pany’s war business is likely to be 
more rapid temporarily than the 
sain in normal lines; and finally 
by reason of high wage and mate- 
rial cost factors including temno- 
rary labor and material shortages, 
development of a building boom 
postwar will take some time to 
get underway. 





Answers to Inquiries 





(Continued from page 554) 


High 16%; Low 13814; recent 
1614. 

Although the prewar record 
makes this stock speculative, the 
extensive potentialities for me- 
chanical cooling, air conditioning 
and refrigeration all tend to make 
it stock attractive for the long 
pull. 





As I See It! 


(Continued from page 521) 


and economic decisions of great- 
est import. And Russia’s interest 
in the Far Eastern settlement in- 
dubitably demands an entirely 
new political pattern in Eastern 
Asia. ‘there is close’ relation 
between the question of Rus- 
sia’s security — as that country 
sees it — and China’s future 
role in a new Asia; both must 
be reconciled in a constructive 
manner whatever the difficulties. 
Russia, in Manchuria and Korea, 
obviously will not tolerate gov- 
ernments hostile to the Soviet re- 
gime. In all Far Eastern matters, 
she will want a voice befitting 
what she considers her interests 
and her status as a major power. 
All this poses a political complex 
that at the very least calls for 
an early end of the mutual sus- 
picions between Chunking and 
Moscow. Questions may arise as 
to control of key points in the 
freed areas, as to spheres of in- 
terest, as to supervision of Jap- 
anese disarmament in North 
China, perhaps even as to the 
kind of political tutelage that is 
to be imposed in these areas. 
Even though the war against 
Japan has been won by American 
power alone, even though it may 
be true that the explosion of the 
first atomic bomb has _ blasted 
Russia into the Japanese war 
ahead of schedule, there is no 
point in questioning Russia’s in- 
terest in the Far East. It simply 
exists, and has to be coped with. 
Just as the European situation is 
complicated by the need and per- 
haps wisdom of meeting Russian 
aspirations, so will Russian de- 
mands in the Far East call for 
tactful diplomatic handling to 
prevent conflicts with our Chinese 
and British allies, quite apart 
from our own ideas as to what 
the Asiatic settlement should be. 
The complete downfall of Japan 
has created a situation where 
reorientation of postwar policies 
is an urgent necesity. 
Fortunately, recent events have 
forcefully brought home that co- 
operation not domination is the 
only sane course, the only hope 
for a better tomorrow. Domina- 
tion, even if any major power 
wanted to impose it, could onlv 
last a short time. It would be a 
policy foredoomed to failure. 
There is good reason to believe 
that this now will be increasingly 
recognized as the world goes 
about its unfinished business. 
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Profit Opportunities in the Making 





_ for Near Term Markets 
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Geared To Today’s Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit . . 
Mainly common stocks but preferred stocks and 
boads are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under 10. 


Recommendations for Income and Profit .. . 
Common stocks, preferred stocks and bonds 
... for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building . . . 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 20. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy . . . and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . when to be entirely 
liquid. 

Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparisons. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail... To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time ... by wire 
and by mail. 


Added Services... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter ‘‘Ahead-of-the-news”’ 
weekly reports from our special correspondent 


ing their effects on business 
and securities. 





Special Enrollment 
Offer 
MONTHS' 


MONTHS’ 
12 SERVICE $75 _— 
Complete service will start at Address 
once but date from Sept. 15th. City 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose () $45 for 6 months’ subscription; [] $75 for a year’s subscription. 


Air Mail: 0 $1.50 six months; [ $3.00 
one year in U,. S. and Canada. 

Special Delivery: () $3.50 six months; 
0) $7.00 one year. 


NOW —-while the market is sifting and grading the various securities 
you should carefully adjust your position— 
. . with a view to making advantageous commitments in 
selected low-priced stocks . 
potential leaders — as the reconversion set up unfolds. 


. in special situations . . . in 


Buy on weakness .. . sell on strength has always proved a successful 
investment policy. But it is important that you hold favored stocks in 


approved industries . . . and know what action to take. 


For this guidance, you can turn to The Forecast with confidence now 
and over the important months ahead. You would have the assurance 
of knowing that you would be advised what and when to buy and 
when to sell. You would follow a specialized program especially 
suited to your capital, wishes and objectives. 


Act Now to Capitalize on 
Next Important Market Advance 


Enroll. now to receive at this opportune time the complete and well- 
rounded service which The Forecast provides —a service geared to 
today's markets. 


There are two low-priced sections — one for short-term profits with 
stocks averaging under $10 — and the other for longer term capital 
growth with stocks under $20. You will also receive our trading selec- 
tions — Dynamic Special Situations — and our Program for Income 
and Profit . . . to build an investment backlog. The following Special 
Situations have been selected: 


—For the Short Term —For the Longer Term 


3 Dynamic Special Situations 3 Income and Profit Investments 


Average Price Under 22 Average Price Under 24 


2 Low-Priced Opportunities 2 Capital Building Situations 


Average Price Under 6 Average Price Under 16 
To participate in these recommendations . . . to capitalize on 


the next recovery phase ... mail the coupon below today. 





FREE SERVICE TO SEPTEMBER 15 








(Service to start at once but date from September 15, 1945) 
SPECIAL MAIL SERVICE ON BULLETINS 
(1) Telegraph me collect in anticipation of 


important market turning points . . 
when to buy and when to sell. 








State 





Subscriptions to The Forecast 
are deductible for tax purposes, 
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Your subscription shall not be assigned at 
any time without your consent. 





List up to 12 of your securities for our 
initial analytical and advisory report. 











What Effect... 


(Continued from page 526) 


Corporate profits before taxes 
are bound to drop sharply but net 
will be importantly aided by the 
carry-back provisions of the tax 
law. War’s end in 1945 will almost 
certainly bring repeal of EPT, ap- 
plicable to 1946 earnings, thus 
will leave corporations with a 
larger percentage of post-tax net, 
provided there will be earnings 
during initial transition. On the 
whole, it is not thought that many 
companies will go into the red, nor 
for a long time, if they do, since 
under total reconversion all pre- 
requisites exist to facilitate quick 
achievement of at least break- 
even operations in most indus- 
tries. 

An important corollary of early 
Japanese collapse, as far as the 
effect on reconversion tempo is 
concerned, is the kind of tax re- 
lief that industry can expect. It 
is now thought likely that EPT 
will be repealed within three to 
six months after Japanese sur- 
render. This in itself would pro- 
vide a powerful business stimu- 
lus. On the other hand, regular 
corporation taxes will probably be 
reduced only modestly, if at all. 
Individual income taxes may be 
scaled down in every bracket, 





with the biggest reductions for . 


the low-income groups and more 
or less only nominal cuts for the 
middle brackets, but somewhat 
greater relief in the higher brack- 
ets. Excise taxes will be reviewed 
in the light of revenue needs, pre- 
saging gradual rather than blan- 
ket reductions of existing imposts. 


In the light of latest develop- 
ments, the force of earlier argu- 
ments urging immediate prepara- 
tion has been amply demonstrated. 
There is hardly any need for em- 
phasis that industry in the event 
of Japanese collapse must not be 
caught unprepared to absorb vet- 
erans and war workers rapidly 
and in large numbers. Since little 
was done along preparatory lines, 
the outlook now is not too good. 
But feverish action con be ex- 
pected henceforth to make up for 
past omissions. 

President Truman has come out 
with a five-point program to pave 
the way for orderly transition, 
stressing that every opportunity 
must be given to private business 
to exercise its ingenuity and force- 
fulness in speeding the resumption 
of civilian production. As a general 
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policy, this must be welcomed; but 
in order to be really useful, such 
policy must be promptly supple- 
mented with practical steps en- 
abling actual progress. The Presi- 
dent in his statement has given 
business a reassuring nod but he 
has also made it clear that the 
WPB should become the principal 
guiding agency on the reconver- 
sion road. Future WPB policies 
thus would assume immense im- 
portance. WPB will not go out of 
business on VJ-Day; rather it will 
continue indefinitely as an operat- 
ing agency for handling reconver- 
sion problems while the Office of 
War Mobilization and Reconver- 
sion will formulate top policy for 
Government war agencies. 


In every respect, the impact of 
VJ-Day will be far greater than 
that of VE-Day, not only in the 
domestic economic field — impor- 
tant as it is to us and the world 
— but also in the world-political 
arena. The latter is something 
that should not be minimized, for 
out of it may spring new factors 
that in turn could importantly 
contribute to the economic pic- 
ture ahead. This aspect, however, 
can hardly be discussed at this 
time; too many imponderables 
enter it. 

Summing up, the next six 
months, perhaps a few more, will 
be pretty rough. Production, em- 
ployment, national income and 
business profits will be declining. 
Short supplies of consumer goods 
will keep prices fairly high and la- 
bor certainly will go “to bat” to 
keep wages up. To achieve this, 
there may be many strikes. Every- 
where, there will be an abrupt 
downturn following official procla- 
mation of VJ-Day. But late in 
1946, the economic curve should 
again turn upward, leading into a 
general upturn of economic activ- 
ity that should culminate in the 
much-vaunted postwar boom. 
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BOOK REVIEW 


Current Books of Interest 


INVESTMENT COMPANIES 
By Arthur Wiesenberger 285 pp. 
1945 Edition 

Bankers and investors alike annually 
welcome the successive appearances of 


$10.00 


this comprehensive and authoritative — 


volume. Continued marked growth jn 
popularity of the investment companies 
has not been attended by an equal de. 
gree of intelligent appraisal in selecting 
favorites, and in no other investment 
field do functions and policies differ s0 
broadly as here. The author of this 
unique book, privately published by the 
New York Stock Exchange firm bearing 
his name, thoroughly examines and ex- 
plains the salient pros and cons of vari- 
ous forms of investment concerns, their 
differing adaptability to the solution of 
investment problems, finally presenting 
a comparative analysis of the many 
concerns leading in the field. The vol- 
ume iss highly recommended as being 
undoubtedly the clearest and most com- 
plete exposition of its special kind, and 
likely to prove of material value to both 
small and large investors. 


MEN AT WORK 
By Stuart Chase 
Harcourt, Brace and Company 146pp. $2.00 
Reconversion of war industries to 
peacetime pursuits more than ever will 
stimulate debate on the old subject of 
machinery versus manpower. To strip 
the argument of mere theory Mr. Chase 
herein presents a series of true cases 
where labor has extensively benefitted 
by combined improvement in mechan- 
ics, personnel relations, supervisory 
methods and the best form of Govern- 
ment assistance. -How the national 
economy may gain by a study of this 
pattern is ably presented. 


TELEVISION, PROGRAMMING 
AND PRODUCTION 
By Richard Hubbell 
Murray Hill Books, Inc. 207 pp. $3.00 
Written by a highly experienced tele- 
vision consultant and director, this book 
is perhaps the most comprehensive pre- 
sentation of the industry’s progress and 
problems which has yet appeared. Cam- 
era technique, the use of sound, and 
transmission difficulties are thoroughly 
discussed and more than fifty photo- 
graphs serve to clarify the various 
production problems covered. With tele- 
vision until of late more or less on a 
trial and error basis, this book does 
much to clear the air. 


POSTWAR FISCAL 
REQUIREMENTS 
By Lewis H. Kimmel 
The Brookings Institution 166 pp. $2.00 
Predominant factors certain to estab- 
lish the postwar trend of public ex- 
penditures are interestingly presented 
in this projected study of the year 
1949. Potential changes in population, 
national income and prices are carefully 
estimated, while four tables summarize 
the probable relative outlays by Fed- 


eral, State and local governments, look-} 
ing ahead for four years. As economic} 


stability will be greatly affected by 


government costs, the study is timely. 
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Plan Now For Your 


Investment Future 


ITH the reconversion scramble starting — with the new Truman ad- 

ministrative policies going into effect—you are probably well aware 
of the changing outlook for the different companies in which your capital 
is invested... but what are you doing about it? 


If you merely worry about your securities without taking proper action you 
are following a policy which may prove very costly. 


How recently have you studied the financial statements of the companies in 
which your funds are committed? What did the latest earnings reports re- 
veal to you? Have you ascertained the effects of higher taxes, reconversion 
to peacetime production new competition on each concern where your 
funds are placed? 


Perhaps your own experience confirms our conclusion that the average in- 
vestor has neither the time, facilities, nor training to gather and interpret 
the statistics, current information and news to be considered in the success- 
ful management of his portfolio. 


If your invested capital is important to you, now is the time to plan a 
program for 1945-46—to set up safeguards for your principal; to assure a 
reliable substantial income; to put your funds into issues which will stoutly 
resist market decline and share fully in new opportunities. 


As a first step in planning your investment future, we invite you to submit 
to us a list of your present holdings if they are worth $20,000 or more. 


Without obligation, we shall prepare a confidential, preliminary analysis 
of your portfolio, commenting frankly on its possibilities for capital growth, 
its income factor and its diversification. Your least favorable issues will be 
specified. Merely tell us your securities and objectives in as complete 
detail as you care to give. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGazinE oF WALT Breit: J background of thirty-six years of service. 


ae 1 ATA 
90 BROAD STREET =e NEW YORK 4, N. Y. 






































Chicago and 
Northern Illinois 


center of U. S. Population 
center of World Airways 
railroad center of U. S. 


the “Great Central Market“ 








TO AFRICA 





To sow’ AMERICA 





Industries locating in this area have these outstanding advantages — 


Railroad Center of the United States... Served by 
22 trunk line and 17 belt, terminal and industrial railroads 
—within overnight reach of 50,000,000 consumers. 


The "Great Central Market”... Retail and wholesale 
trade of more than eight billion dollars annually. 
Financial Center... More than eight billion dollars of 
financial assets available to business. 

Adequate Postwar Labor Supply .. . Skilled and 
unskilled, for diversified industry and construction—best 
record for good labor relations. 


2,500,000 Kilowatts of Power... Plentiful supply 
for industry, home and farm. 


Abundant Gas and Oil... Large-volume pipelines direct 
from country’s greatest sources. 

Great Inland Port... The harbors of the Chicago area 
normally handle more water-borne traffic each year than 
does the Panama Canal. 


These are some of the advantages that make Chicago and 
Northern Illinois pre-eminent in the industrial future of the 
United States—the first consideration in a choice of industrial 
re-location. As an aid to business, agriculture and industry, 
wherever located, we have established a department to as- 
semble and make available factual data concerning this area. 


COMMONWEALTH EDISON COMPANY~ - 


WESTERN UNITED GAS AND ELECTRIC COMPANY «+ 


Great Food Producing and Processing Center... 
In the heart of the nation’s richest agricultural lands. 


Leader in Iron and Steel Manufacturing. .. Chicago 
Industrial Area ranks high in the manufacture of iron and 
steel products. 


Tremendous Coal Reserves... Short haul from great 
central bituminous fields. 


World Airport... For national and international air 
transport. 


Geographical Center of U. S. Population. . . Has 
gradually moved westward—now located within this area. 


Good Government. .. Complete and efficient com- 
munity services. 


Good Living . . . Fine home communities, shopping 
centers, recreation facilities, schools, colleges, hospitals and 
churches. 


In carrying forward this work, we will cooperate fully with 
all other agencies interested in the progress of Chicago and 
Northern Illinois. You are invited to make use of the services 
of this department. Communicate with the TERRITORIAL 
INFORMATION DEPARTMENT, Marquette Bldg., 140South 
Dearborn St., Chicago 3, Ill.—Telephone Randolph 1617. 


PUBLIC SERVICE COMPANY OF NORTHERN ILLINOIS 


ILLINOIS NORTHERN UTi:-ITIES COMPANY 
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